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DEDICATION 


‘This meeting is being held during very 
dark times in India’s history. We would 
therefore like to dedicate this meeting on 
the Future of Co-operatives in India, to 
the cause of secularism and to all those 
who have lost their lives in this struggle, 
It ts also dedicated to all the forces who 
continue to live and struggle by the 
principles of a democratic, secular and 
free India. With them lies the future of a 
humane, tolerant, democratic and 
secular India,”’ 


1. INTRODUCTION 


Shobha Raghuram 


The papers in this volume raise important issues regarding several aspects of the 
complex situations that co-operatives have tried to address -from the future of 
co-operatives vis-a-vis the role of the State to what co-operatives can accomplish to alter 
the conditions of life in civil society. They also deal with the challenges thrown up in the 
wake of the new economic reforms. What has also contributed to the seriousness of 
these papers has been the commitment of the contributors to co-operatives and their 
constituencies, and to co-operation as a whole - be it. in the actual running of 
co-operatives, establishing co-operative efforts in different sectors, or in contributing to 
the study of and debate on cO-Operatives. 


This report contains the papers that were presented at the HIVOS Consultation on the 
"Future of Co-operatives in India" (January 15-16, 1993). Also included are papers by 
contributors who were unable to be present for the meeting, e.g., T.Carter and 
L.Krishnaswamy. To provide the broader frame of reference for HIVOS’ interest in the 
co-operative sector, we have in this volume a comprehensive feasibility study done by 
M.S.Sriram. It is our hope that this collection will serve as a window to the most recent 
thinking on co-operatives on the part of activists, scholars and civil servants. The papers 
here are organised to fall in quite closely with the way in which the conference 
discussions took place. Three sections in particular - ‘Past co-operative experience and 
future potential’, ‘Strategies for realising the potential of co-operatives in the coming 
decade* and ‘Working Group Reports’ - represent extremely important segments of this 
Consultation. The Appendix contains the latter and some documents provided by the 
NDDB. A common thread running through the papers is that all the authors seem to be 
in favour of what co-operatives can do and have done positively for the poor and for all 
those outside the boundaries of access to resources. In fact they build their arguments on 
this rather than dwell on why a large percentage of co- operatives have failed. 


The opening paper by the representatives of HIVOS emphasises that: (1) they see the co- 
Operatives as an important area of Development activities; and (2) that a donor agency 
such as HIVOS needs to learn from all present and see if, apart from the networking and 
fraternity such meetings serve to foster, a policy paper can be written for this sector. 


In his keynote address, Future of Co-operatives in India - it is inseparable from the 
future of India, L.C.Jain begins with a moving account of the Partition Days and the 
beginnings of the Indian Co-operative Union, when the co-operative principles of one 
person- one vote, democratic control of members over management, I.e., equity and 
accountability, were inspiring. Jain recounts in this significant paper the uninspiring tale 
of the bureaucracy - "The obstructive characteristics of the regime of laws,’ the 
department, the inspectors". Four decades later this continues to be a major problem and 
other writers too in this collection repeatedly refer to state interference. Jain situates the 
question of co-operatives in the overall perspectives of India’s development. With 
increasing debt and little prospect of the state providing leadership in development 
efforts, the burden of providing support systems for the majority will fall on voluntary 
initiatives. The record in the betterment of social indicators is poor. The government has 
begun a pro-elite policy, with substantial cuts in social-sector Spending, and so has 
further worsened the situation. The Rs.75,000 crores Spent during the last decade 
(1980's) on health and education could have had more impact. Unemployment, inflation 


and revenue deficits have all increased. So have the forces that are pulling the COMPIEY a 
various directions. Jain musters hope by placing faith in the people: e.g., the passing O 

the 72nd and 73rd amendments in Parliament, providing for the democratic existence of 
Panchayats and Nagar Palikas; the provisions for the representation by ee © 
minimum of 1/3); and the new co-operative initiative panel urging for a new out ne 
within the Co-operative Movement. Some of the tasks he sets for co-operatives tee € 
village upwards are: creating access to economic resources for the poor, establishing 
their control over these resources, and altering the social conditions of existence. 


While deliberating on liberalisation, a major point Jain made was that the deregulation 
and delicensing have been directed at the small elite rather than the majority who are the 
targets of the Inspector Raj. When 20% of the constituency Is still dependant on 
agriculture, major economic reforms have left this constituency outside of its mandate. 
Globalisation without localisation will mean more grain production for the export 
market and less for the local market. Though FERA affects a small fraction of the elite, 
‘ts rules have been liberalised far more than those of the FCRA, which affects thousands 
of NGOs and the communities they serve. This displaced perspective requires some 
rethinking. 


During the discussion it was suggested that we have relied too much on economic 
formulations to turn India around. There are limitations because these formulations can 
leave untouched the question of power - that most of this rests at the centre and with 
those the centre strikes alliances with. The state should participate in people’s 
development rather than the reverse. Two serious recommendations are made: (1) The 
removal of Inspector Raj and the strangulating role of central authority. (2) The setting 
up of a committee to draft a new law which removes obstacles, so that they are no longer 
subject to inspectors and external audits. The organisations should conduct their own 
financial auditing and evaluation to maintain financial discipline. This is so even for 
those who require nothing from the government and requires our serious consideration 
because sustainability is a major issue. 


Specially included for readers is a lengthy monograph by M.S.Sriram entitled 
Feasibility Study of the Co-operative Sector, which is a broad, critical overview of the 
sector. This commissioned study is fairly comprehensive in its treatment of the 
legislation features of the Tamil Nadu, Andhra Pradesh, Karnataka, Gujarat and 
Multi-State Acts. While developing on the various constraints in the functioning of 
co-operatives, Sriram underlines the need to recognise that the legal provisions given to 
the state undermine the health of these institutions. If co-operatives are to be less the 
extended departments of the state and more autonomous and unhampered by the state, 
many initiatives are required to strengthen these institutions. The author outlines these in 
the section titled Trends to be Supported. These include: (1) the promotion of 
co-operatives at the primary level; (2) creating institutional infrastructure to support 
co-operatives; (3) promoting co-operative entrepreneurs; (4) lobbying; and (5) lastly 
combatting political interference by increasing the status of the members building up 
their internal resources, and creating the mutual dependency loop by educating them 
The latter Should be a prescriptive choice for preventing manipulation. The a adie 
contains Summaries of the various Co-operative Societies Acts mentioned canieny : 


This collection contains an ¢ 
Rate Rs an exhaustive paper by Lalitha Krishnaswamy, Prospects for a 
Pe Gictic co-operativisation. The main part of the paper focuses on 
dtiVisation as a sionifieanieend aliecek Ses ¢ 
nN as a significant and alternative Strategy for creating more equitable 


options for the poor. The author highlights the experience of SEWA in working with 
poor women in overcoming their lack of resources, income and access to credit facilities. 
With 89% of working women falling into the unorganised sector, the author underscores 
the crucial issues of struggling for access to familyAwaste land, creating marketing 
outlets, and providing training for skills. All of this must be created with social 
objectives being the central motivating force. The paper is useful in providing a case 
study of a successful effort - SEWA has organised 62 women workers’ co-operatives to 
date. As in most of the papers, the recommendations contained here are worth noting. 


S.N.Singh’s contribution entitled, Present Crises in the Indian Co-operative 
Movement, delves into the reasons for the co-operative movement today not being what 
it ought to be. The 3,15,000 co-operatives with a combined working capital of 
approximately Rs.40,000 crores and a total membership of about 15,000 crores in his 
view have ‘lost their basic character’. As these institutions continue to be seen ‘more as a 
means to get facilities without any commitment or obligation’ the author contends that 
vested interests need to be expunged, clear policies as such be drafted, and the 
co-operatives must become once again instruments for the members’ goals, and not 
remain government ‘assisted’ and government ‘directed’. 


The group of papers by Shashi Rajagopalan on behalf of CDF, Sriram, Thankappan and 
Aruna Kumari under the rubric of Past Co-operative Experiences and Future 
Potential are indeed representative of the highly motivated contributors. Some of the 
papers resonate with the collective feeling that co-operative efforts are not there just to 
ensure survival but have given their members the Space to assert themselves and protect 
their resources. 


This is especially true of the CDF representative, the well-known Shashi Rajagopalan’s 
presentation on Thrift and Credit Co-operatives. What we have in this volume js her 
narrative which recalls with analytical exposition their past experience and the future 
potential of these thrift-and-credit co-operatives. These thrift co-operatives are both 
urban and rural based and voluntarily formed. They emphasise self-reliant communities, 
give dignity to the borrower, and transparency of the state of the art to all members. 
They are less bound by external regulations because they stand on mutual need and self 
help. CDF insists that, unlike what some NGO’s infer, they are much more than being 
only ‘an entry point’. The natural conditions which are an offshoot of the economic 
wellbeing of their members is better social indicators - health, education, etc. The 
landless too have benefitted. They felt they were not interested in formal banking 
Support for thrift co-operatives because it would mean a takeover and they would not 
have been able to get banking support for paddy co-operatives when needed. Banks do 
not see their constituency (the poor) as clients. I believe these experiments have 
succeeded because they were not imposed from above or outside but rather came up 
spontaneously. 


In another paper in this section - Agricultural Commodity Co-operatives in India: 
Some Issues for Discussions - M.S.Sriram concentrates both on factors that might be 
critical for such co-operatives to exist and function effectively and on how to realise 
their potential. He details the kinds of existing commodities co-operatives, the problems 
of the initial capital and of patronage, and the question of replication. It is hard to have a 
priori notions of what will work. On foreign collaborations it is the writer’s view that 
there is nothing wrong with borrowing foreign exchange as long as the loan services the 
activity for which it is intended. Co-operatives in the present day will have to take 


ed ee yeOus 
seriously the economic propositions of sound capital generation and advantageo 


linkages. 


In the next paper D.Thankappan, Representative of the Workers’ Co-opert ae 
of the long and sustained struggle waged by the workers of Kaman Tubes See 
tenacious were they that they destroyed the myth that only the powerful in = 
houses could raise capital to sustain their fight. When they faced media scepticism of the 
workers’ technical and managerial abilities, they defied it by winning the case, 
rebuilding and reviving the machines. At a national level it is still true that trade unions 
are not taking a strong position supporting workers’ co-operatives. Thankappan suggests 
that the strategy of the workers’ co-operatives has, for the last 15 years, been to focus on 
the organisation of the unorganised sector. Their small organisation is now assisting 
workers all over the country in building their own co-operatives. They have good 
management skills, the ability to perceive the potential of this constituency and to 
underline hard work in this sector with unflinching political will - something we see In 
all the successful co-operatives but probably more forcefully brought out here because it 
has also involved major litigation battles. 


Aruna Kumari’s paper discusses the important Women’s Dairy Co-operatives, which 
have overturned traditional ideas of women as consumers; women are now the main 
producers. In spite of the fact that they have 300 co-operatives with 20,000 members (in 
Chittoor alone 22% of the co-operatives being women’s co-operatives) political 
interference has prevented them from gaining representation on district boards. A 
shocking reality here is evidence of uneducated women being put on the board and then 
being manipulated. Women are now sufficiently empowered that they refuse to be kept 
at the primary co-operative level. The question Aruna Kumari raises, "How do we 
ensure that women enter co-operatives in their own right and assume decision-making 
roles in their own right and not as a concession, not as tools to someone else’s political 
agenda?", merits our serious attention. 


The section entitled, Strategies for Realising the Potential of Co-operatives in the 
Coming Decade, is exactly what the title suggests. The roles of various institutions, 
what they can and cannot do are discussed thoroughly and, interestingly enough, from 
various perspectives. This section could be a small manual in itself for all those who 
want to be active in this sector. The first paper by R.V.Nadkarni emphasizes that the 
interests of social justice require that co-operatives be supported. There are roles for 
co-operatives and co-operators to play. In the new situation of delicensing and 
deregulation, it is insufficient merely to complain. An important question marks this 
paper: Do we have a plan for building up our internal resources? ‘Thrift’ is being 
overlooked today and credit is emphasized. The entire training programme has not been 


committed to personnel development. Much rethinking needs to be done on this issue. 
Political realism and commitment are required. 


Jayaprakash Narayan’s Role of Government contains fairly provocative suggestions. It 
IS very critical of the role of the government. Good governance means no restrictions, no 


yuan: . * SF : or 
suaranices, no controls, no government auditing and no government share capital. Co- 
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Merauthor’s view ti alISé is discussed in some detail. It is 


vat the quality of governance goes with people having access to 


policy, thus making the small man competitive. A cautionary note is struck on isolated, 
small incremental reforms and larger efforts are called for. People have to be believed in 
and values reasserted because "balkanisation", anarchy, and fascism are real possibilities. 


The next paper, The Role of NGOs, comes from Rama Reddy, a pioneer in this field 
and is a lesson for all. It traces the history and work of CDF in some detail. Promoting 
an environment in which co-operatives could flourish is important. On realising that it 
could not do much with existing co-operatives because of their long history and 
entrenched structures, CDF began new co-operatives on new foundations. The vested 
interests of unions and state governments being very strong, promoting new 
co-operatives (Paddy growers thrift and credit) seemed more fulfilling. He carefully 
analyses the NGO and the Co-operation Agenda; this should prove invaluable to 
everyone in the sector. NGOs may want to consider the recommendations on their 
involvement in co-operatives. Especially important is Reddy’s emphasis on the ‘Practice 
of demanding accountability and being accountable on being central to democratic 
functioning’. . 


On the Role of Management Support Institutions, Baviskar observes that many are 
understaffed and controlled by the government. Missionary zeal is necessary. We have 
to believe in principles. There is also hope in the NGO’s because they work for causes 
and not profit. It is interesting to see Baviskar begin on the role of institutions and then 
move on to people’s movements and the NGO’s - This echoes his much-discussed 
‘greenhouse-print’ approach vs blue-print approach. While being appreciative of IRMA 
for being a distinctly excellent management-support institution, Baviskar is critical of 
the ‘mutual indifference and neglect’ of social scientists in other management 
institutions. 


Thomas Carter’s paper on the Role of Funding Agencies is a direct and much-needed 
prescription for donors. Carter offers few illusions and suggests clearly that donors may 
need to learn themselves the principles of co-operation before they enter into a domain 
and break the self-reliance of the sector and its members. Providing easy external loan 
capital, or ‘expertise’ or exercising ‘control’ over co-operatives may all prove disastrous 
in the long run. For Carter self reliance is of importance - creating ‘capacities’, helping 
people to have control over their own resources and decision making and over time 
being able to do without donor support. 


K.<.Dhingra’s paper is an account of the NCDC. He deals with their interest rates, loan 
periods and rates of return and discusses how they provide working capital for training 
requirements. Policy is not touched upon here. 


In his Conclusion Jain sums up the role of the non-party political process, the social 
arena in which the co-operatives today must function, etc., and, most important of all, he 
provides a realistic challenge for everyone to continue working despite past and present 
constraints, for what must surely be a hard-fought-for future. 


In the light of that emotive appeal there is little more to be said except perhaps to recount 
what Rajni Kothari said in the HIVOS conference on Development Policies while 
concluding his talk on Perceptions of Human Prospects and touching upon the new 
order being brought in: an increasingly unipolar world, that we are "in effect moving 
into an era when we are forgetting the poor" and that there will be a unity of the world’s 
elite and the poor everywhere may be disunited because of countervailing centres of 


power. "But with all this, the question will still remain: Who will benefit out " all be 
turmoil and traumas of the historical process - the professional mafia that thrive ¢ 
conditions of alienation and anomie or the real underclass of history; the poor In our 
case? To this there is no clear answer. It will depend to a large extent on as 
alongside the convulsions in the secular sphere, there will also take place a ee 
reassertion of human values, a revival of the human spirit, a capacity of human ones 
everywhere to get back to the essence of civilised being that can resolve the deep divide 
that at present characterises the human conditions". 


It is this divide that the co-operatives have tried to address - to support all those 
neglected by banking institutions, those who have been cruelly manipulated by corrupt 
bureaucracies and governments, those who have not benefitted in four decades of India S 
Independence, despite all the international aid, despite all the public service expenditure, 
(still to my mind a budget which hardly compares with budget allocation for military, 
space, department of Atomic Energy etc..) That planners in this country have talked of 
social sector spending as ‘soft options’ shows how unreal has been to them the spectre of 
famine, female infanticide, unemployment, the falling sex ratio etc.. The State cannot 
and must not abdicate its role so easily. 


Fae 

I agree with Jain that we cannot throw the baby out with the bathwater - the PDS, health 
and other areas of social sector spending have to continue - despite some tragic failures 
and mismanagement. These services can, however, be made more effective. More 
accountability and more transparency must be demanded of government. This forum has 
clearly indicted the government role in the co-operatives and it Is for good reason. We 
must look into hard legal advocacy and work for bringing in legal reforms in the area of 
the Acts. Funding must focus on the sectors of dry-land farming, etc., mentioned by 
Nadkarni. Networking among various groups running co-operatives and those working 
in academia and policy must be supported. | 


Co-operatives can be a solid instrument in strengthening civil society as the state gets 
more estranged from human issues. If millions have been left out of the ambit of 
development, the political will to force the state to protect constitutional and institutional 
apparatuses should be there as Jain pointed out. The political balance between state and 
civil society in favour of the latter can be achieved if co-operatives and grassroots, 
community efforts are strengthened relentlessly, on a day-to-day basis. This agenda 
involves all of us as we face the violence of various threats to the Indian polity and its 


people. Even if we do not ourselves assert , the people will as they have already done in 
so many Cases in history. 


The papers in this issue hold out hope. 
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2. CO-OPERATIVES IN INDIA: SCOPE FOR NGOs 
Reena Fernandes 


"The legacy of almost half a century of third world development efforts the world over, 
is one of growing debt and deepening poverty..."" Given the context of the initiation of 
the new economic reforms, and the growing trend towards globalisation, the Indian 
economy has been thrust into the throes of capital intensive growth, with an added 
emphasis on the private sector. The obvious result has been the impoverishment and 
pauperisation of the common people in general and the rural masses in particular. Given 
the events and developments in Eastern Europe, the socialist enterprise is being 
questioned. 


Why have old development models failed? Now, as never before, we need to promote 
models that truly strengthen the economic base of the marginalised sections of the 
population. It is in this context that the co-operative model needs to be re-examined for 
its strengths and weaknesses in contributing to the larger cause of the economic 
emancipation of all marginalised sections. The threads of empowerment and democracy 
in the co-operative fabric need to be strengthened. 


With the first co-operative starting in Punjab, as early as 1891, formal co-operative 
institutions have had a history longer than a hundred years in India. After the first Act 
was passed in 1904, there has been a proliferation in the number of co-operatives and the 
range of their activities. Latest statistics available indicate that over 3,00,080 formal 
co-operatives are in existence, with a membership of 146 million. 


Size apart, the problems of functioning need appraisal. Some enterprises are termed as 
‘co-operatives’ by law, but in reality contravene all universally accepted principles of 
co-operation. Other enterprises choose to remain outside the domain of the formal 
co-operative structure by remaining un-registered or by registering under other 
legislation, but function as vibrant co-operatives in all senses of the concept and term. 
Redefining the term ‘co-operative’ is the question that needs to be addressed to-day. The 
challenge lies in the democratisation of all ‘peoples’ institutions. 


Korten suggests that, "the democratisation of the institutional Structures of a society is a 
multifaceted undertaking requiring long-term investments not only in developing appropriate 
institutional forms, but also in developing the political consciousness and commitment essential 
to sustaining democratic institutions. There are a number of elements essential to this process: 
One task is to achieve broadly shared control of economic power... Another task is to develop 
networks of pluralistic member-accountable institutions... A third task is to raise peoples’ 
political consciousness and provide them with skills essential to the maintenance of democratic 
institutions... Finally, it is necessary to establish institutions and values that insure an open flow 
of information in the society. Voluntarism is essential to the exercise and defense of democratic 
rights... Within the broad category of voluntary organisations, co-operatives hold a special 
place. Co-operatives attempt to bring the spirit of voluntarism to the realm of economic activity. 
While co-operatives are most commonly justified on grounds of their potential to increase the 
market power of the rural producer, their even more fundamental role may be as training 


grounds for democracy" +* 


* David Korten, ‘Co-operation, Voluntarism and Development,’ Fifth PLN Raju Memorial Lecture, 1988. Samakhya 
Publication, Hyderabad, pp. 2 
** David Korten, Ibid, pp. 5-7 


BACKGROUND 


By way of introduction, HIVOS is a Netherlands-based nen me bates 
supports voluntary initiatives in developing countries. From ay vast a he 
supporting development work in India and other countries, the pee atte 
Women-in-Development, Environment, Thrift and Credit and more recently, : 
emerged as priority areas of concern. The policy thrust of HIVOS on these issues has 
already been formulated. 


Ever since HIVOS-RO was established in Bangalore in early 1991, we at HIVOS have 

been preoccupied with the co-operative sector in general, and more particularly, the 

feasibility of our role in the field of co-operatives. At the initial stages, it was as if we 
were up against a blank wall, not knowing who is who and what Is what on the Indian 

Co-operative scene. All that we were aware of were only stereo-type cliches about the 

field of co-operation, which did not get us anywhere. 

And, hence at that juncture, we thought it a good idea to initiate some sort of preliminary 

study of the co-operative sector. We were happy to have M.S.Sriram undertake this 

study for us. In this feasibility study we were interested in understanding and 
determining: 

a) The Context: What can be seen as the salient features of the Co-operative 
Societies Act in Maharashtra, Gujarat, Karnataka, Andhra Pradesh, Tamilnadu 
and Kerala in as far as elements which acknowledge the democratic 
co-operative principles in general. 


b) Constraints in functioning: What are the constraints, both internal to the society 
and outside of it which make or seem to have made co-operation difficult in the 
Indian context? 


) Role of Government: If co-operatives have to be an effective instrument in the 
objective of a more equitable type of development, what could be envisaged as 
a) government intervention that is positive and necessary 


b) government intervention which is negative and is to be avoided. 


How does one relate it historically to the positive and negative impact of 
government policy/role. 


d) Role of the Co-operative: Balancing out between wanting to reach the most 


deprived and wanting to stimulate equitable growth, what can/should the 
contribution of the co- operative sector be? 


e) Training and co-operatives: What is the percentage of co-operative budgets 
allocated for training. What is the quality of training forthcoming from the 
government? 


Would increased input into management training improve the performance of 
the co-operative sector in India? 


What are the possible areas for HIVOS to step in, to support the management 


(raining component in the co-operative sector (toward a higher degree of 
democratisation and professionalisation)? 


f) Trends to be supported: 
To identify efforts being made 


a) to Create institutional structures at all levels within the co-operative 
movement in order to effectively and efficientl 


oe . y plan, organise, staff, direct 
co-ordinate and supervise their functioning, | 
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b) to develop suitable mechanisms for lobbying as well as influencing 
policy-making bodies such as. the government and parliament for the 
furtherance of the co-operative movement. 


c) to stop using the co-operative sector for political ends, 
How could HIVOS support the (a) and (b) and (c) trends? 


When the findings came in, early last year, the issues started becoming a little more 
clear. Firstly, the state of the art in Co-operatives was laid bare to us. Secondly, it helped 


the grey areas to surface. This volume carries the report of the study prepared by 
M.S.Sriram. | 


In the area of Co-operatives, as also in the areas of Child Labour, Culture etc., HIVOS 
policy has not yet been formulated. And this is so because there are still many grey 
areas, which need to explored further. 


What are these grey areas? We would like to bring them out simply in the form of posing 
certain elementary, yet relevant questions, that we at HIVOS RO have been grappling 
with over the last one and a half years: | 


“s What is and should be the contribution of Co-operatives to economic 
development and social equity? 


e How is a donor agency like HIVOS to know where to draw the line between 
judicious support to a co-operative that helps to make it viable, and the kind of 
support that pushes it further into a dependency trap? 

* 


And, thirdly, a more specific question: 
In the Environment crises that we are confronted with today, could co-operation 
be considered an answer to conservation and sustainability? 


It is to these, and other questions that Jan raises in his welcome address, that we are 
seeking the answers. 


OBJECTIVES 


HIVOS, as a development agency working in India, would like to examine the climate in 
which co-operatives thrive and work in the country today. We believe that this could 
best be done by providing a common platform for co-operators, policy makers, 
academicians, activists and NGOs to come together to share common concerns, express 
their thoughts and views on the role and future of co-operatives in India today, and 
contribute to the fulfilment of the following objectives: , 


se To collect information on which HIVOS policy on co-operation can be 
formulated. 

: To identify trends, organisations and networks that HIVOS could support. 

: To create a forum for sharing common concerns regarding current trends in co- 
Operation. 


How better to conclude than with a quote from a Samakhya Publication: "Co-operation 
certainly seems to have much to offer to this world, to its poor who have been 
marginalised, to each of us who has become unaccountable". 


nadie atad mse bee e ole ien wn cncane 


Reena Fernandes is Programme Officer at HIVOS-RO, Ban galore. 


— a a he 
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3. WELCOME ADDRESS 


Jan Bruinsma 


The co-operative history of India goes much further back than that of our organisation 
HIVOS. Most of you may not have heard of HIVOS before Reena approached you In 
connection with this workshop. It is therefore proper that I shortly introduce HIVOS to 
you. And, to keep in line with our theme for today and tomorrow, I would like to add a 
few words to what Reena has said about HIVOS concern with co-operatives. 


HIVOS is a development agency established in 1968 by representatives of the Humanist 
movement in the Netherlands. This movement with a secular outlook, promotes as Its 
main principle ’the right of the individual to self-determination and to emancipation in a 
democratic and pluralistic society aiming at a just distribution of the means of 
production, knowledge, income and power. HIVOS co-operates with Non Governmental 
Organizations (NGOs) which work on the basis of participation and self-reliance of the 
poor; which aim at structural social change in a non-dogmatic way; and which can 
translate such an objective in a coherent development programme, taking into account 
the social, cultural, economic and ecological environment of the people concerned. 


The major part of HIVOS funds comes from the Dutch government’s budget for 
development assistance. HIVOS is one of the four Dutch co-financing organizations and 
shares this part of the budget allocation with ICCO (the protestant agency), CEBEMO 
(the catholic agency) and NOVIB (a secular organisation). 


The involvement of HIVOS in India goes back many years. In March 1991 we opened 
the regional office in Bangalore. HIVOS has produced several policy papers which guide 
our operational choices. The most important document is the one on "Full Participation: 
A question of power, an institutional approach. On women HIVOS published; "Women 
in development, an essential component of HIVOS project work" and on environment, 
"Memorandum on the Environment". In India our policy specifies Women, 
Environment, Human- and Democratic Rights, Bargaining capacity of the rural poor, 
Tribals and Dalits, Co-operatives, Credit for the poor, Consumer Associations and more 
recently also people with HIV/AIDS. 


It is HIVOS’ contention that real participation from the people can only be achieved and 
be meaningful when the poor and marginalized develop mechanisms to influence power 
centres where decision-making takes place. HIVOS believes that fighting for a better 
position for people requires structures and organization. It is because of this that HIVOS 
Supports organizations and not projects of organizations, looks at the overall 


performance and not at the isolated result of a particular activity. This is, in essence, 
what we understand by an institutional approach. 


PO has a specific gender-related policy. HIVOS focuses primarily on the need for 
women's participation in decision-making structures, economic independence and on the 
right to self-determination over their lives and bodies. Environment is setting the limits 
for further economic growth on a global trans-national level. Efforts to meet short term 
objectives must never result in the destruction of Opportunities for development in the 
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longer term. Further environmental destruction must be prevented. This is in essence our 
environmental policy. 


What is the role that the NGO sector has to play in this situation? HIVOS believes that 
NGOs have a critical role to play in strengthening civil society. Therefore NGO’s must 
be linked with mainstream-trends that are happening in society. HIVOS maintains that 
NGOs have to play a facilitating and Supportive role to social and political movements. 
They are suitable channels to provide people a degree of participation in shaping and 
reshaping social reality. NGOs are not alternatives, however, to institutional structures, 
like trade unions and co-operatives. They have to nurture institutional expressions of the 
marginalized and strengthen their effectiveness. | 


HIVOS-RO organised an opening workshop, a women’s workshop, a HIV/AIDS 
workshop, a workshop on management and accounting systems and a workshop on 
development policies. The aim of these workshops is to strengthen the NGO sector, 
discuss the implementation of policy, and dialogue with HIVOS’ counterparts. This 
meeting is our effort to bring together members of government bodies, independent 
thinkers, representatives of non-governmental agencies and donor organisations, 
activists, and HIVOS counterparts who are all involved with and interested in 
co-operatives. 


HIVOS’ support would primarily go to organizations that have been initiated by 
identified target groups themselves, and which have an institutional framework, that is 
emancipatory, free of dogma and not welfarist. HIVOS wishes to support NGOs with a 
clearly defined vision and purpose; with strategic plans and competence; with an 
appropriate and realistic programme; with a well-established financial management 
system and a committed constituency and board. 


So much for policy. But what does this mean in practice? At present we are supporting 
about 60 organisations in India. Most organisations are rural based and have an 
integrated approach, i.e. they organise people, mobilise local and government resources, 
implement activities varying from small scale economic activities and digging wells to 
imparting adult education and setting up womens’ groups. We try to support 
organisations that have a wider perspective than the micro level at which they are 
working. Having links with broader movements and attempts to influence local and 
national policy are valued positively by HIVOS. We support independent womens’ 
groups and environmental activists, credit co-operatives and organisations that nurture 
movements of dalits and tribals. 


The Bangalore office assesses the proposals, makes field visits, monitors the 
programmes and initiates external evaluations. We also undertake activities ourselves. 
We organise workshops and consultations like this one, we maintain a small resource 
centre and we bring out a technical report series. HIVOS wants to do more than just 
providing money; it wants to involve itself actively in development debates in India and 
contribute to a NGO-sector that is sufficiently equipped to address the questions this 
sector is confronted with. 


As you may have noticed the word co-operatives has been mentioned thrice; as a HIVOS 
y y 
policy concern, as an example of primary organisations that need to be nurtured by 
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intermediary NGOs and in the context of strengthening the economic base. May I 
elaborate on this a little more? HIVOS supports co-operatives in a number of countries. I 
mention Zimbabwe, the Caribbean and more closer to India: Sri Lanka, where we 
support the Federation of Thrift and Credit Co-operative Societies. Though one Fan 
hears the argument that co-operatives do not cater to the poorest of the poor and shoul 
therefore not be supported by development agencies wanting to reach the most deprived, 
we at HIVOS are of the opinion that the co-operatives we are supporting are playing a 
crucial role in the development arena and do strengthen the lower and middle strata of 
society economically. 


It may be interesting to share with you some of the observations about the role of 
co-operatives in my own society. In the Netherlands the co-operatives have played a 
very important role in building up a democratic and accountable society. Co-operatives 
are member organisations of people. They translate their interests in demands to the 
government, in making operational, activities that are of economic concern for their 
members. As such co-operatives play an essential role in building civil society. 


As in one of the papers presented later during this consultation [| also feel that the 
absence of large differentiation is conducive to the growth of co-operatives. Most 
writings about Dutch small farmers during the latter part of the 18th century describe 
this community as ‘keuterboeren’, e.g., ‘cosy small farmer’. I use the term “cosy small 
farmer’ to make a distinction between the term ‘crofter’ and the small family farms in 
the Netherlands. The term crofter relates to a tenant who rents a small holding and is 
used especially to explain tenant farming in Scotland. I find the term ‘cosy small farmer’ 
a more appropriate term for the dutch word ‘keuterboer’, since this refers to the 
smallness of the production unit as well as to the romantic idealization of its warmth. 


This cosy small farmer was a more or less self-sufficient agricultural producer owning 
about 10 hectares of land on which a farming household would live consisting of three 
generations, plus a maid and an agricultural labourer. They would own 3 or 4 cows, a 
few chickens and some pigs. This type of farm existed until the late fifties. There would 
have been hardly any commodity production and if any, this would be on a very small 
scale catering mainly to the local market. | would argue that the situation as described 
here hardly differs from the position of many peasants in India. 


Most historical analysts of changes in agricultural production in Western Europe start 

their overview in the latter part of the 18th century. The production process, however, 
only fundamentally changed after World War II. The problems of farmers have been 
described in terms of difficulties regarding marketing, grain surpluses being generated in 
the latter part of the last century and other external factors affecting all farmers equally. 


This view, however does not seem to be consistent with the view that the farming 
community at that time was largely self-sufficient. 


In my view vit was the industrial revolution, and more significantly the expansion of 
industries after World War IL, attracting much labour to the cities, that facilitated the 
work of the co-operatives. Co-operatives until that time had an important. but marginal 
effect on the position of the cosy small farmer. Co-operatives did not serve the interest 
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of all farmers. Only approximately 10% survived. It was for this remaining 10% that the 
co-operatives served a purpose. 


But why then do farmers’ Organisations as well as co-operatives in the Netherlands give 
so much historical importance to the foundation of their organisations in the latter part of 
the 18th century and less importance to the period in which they became powerful 
institutions? My feeling is that the glorification of the past mainly serves ideological and 
political purposes. 


To understand the position of the co-operative movement in the Netherlands we have to 
analyze the position of the church and the role of the state in dealing with religion. The 
initial co-operative efforts came from religious leaders, concerned with the plight of the 
smaller farmers. Thunder preaching and mobilising farmers for their brand of religion 
(eg. roman catholics as opposed to protestants) were important reasons at that time for 
the individual farmer to join a co-operative. Parallel co-operative movements among 
protestants and catholics have been existing until long after World War II. It was Only in 
1972 that the northern (protestant) ‘Raiffeisenbanken’ merged with the southern 
(catholic) ‘Boerenleenbanken’. The farmers’ organisations themselves are split along 
religious lines up to this present day. 


At the national level these differences in religion were expressed in different political 
parties. There were different parties for Catholics, Dutch Reformed and other Protestant 
nominations. The political importance attached to the farmers organisations to obtain 
votes and influence was considerable. Today, when the different christian parties have 
merged into the Christian Democratic Alliance, the political orientation of the farmers 
organisations in this party is right of centre. Progress is not understood in terms of 
forming opposition to measures affecting the farmers adversely. The remaining 10 % has 
never had much experience with having to struggle politically until recently, since they 
profited from most measures taken by the government. Today with the EEC policies 
making lite difficult, the farmers’ co-ops seem to be of the opinion that smooth 
arrangements have to be found for those farmers that have to Stop farming as a 
consequence of these policies. This often means to pay them off or ‘subsidise them 
away’. 


It is also interesting to observe that farmers organisations have mostly functioned as an 
extension of the National Government. Being financed for approximately 50 % by the 
Government the Christian Farmers Union explains how those farmers who are not in a 
position to either pay back their debts, or cope with the new techniques of production 
which need high investment are simply subsidized away. Another example of this 
influence of the state through the co-operative movement is found at a co-operative 
producing animal fodder. The expansion of the co-operative, and investment of 4 million 
guilders (approximately Ind. Rs. 68.00.00.00/ 6.8 crores) is subsidized for 22 %. i.e., 
ironically out of a budget meant for increasing employment Opportunities. 


Land-consolidation, new techniques, expansion of farms, and specialisation of the 
enterprise together with high investments and therefore indebtedness have led the farmer 
into a position where he is being Squeezed between national politics trying to cope with 
the growing surpluses and the processing sector determining the price of his produce. 
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Still regarded as an independent family farmer he is not free to decide bes vi esc 
how to produce and how much to produce. All of this 1s more or'less advise Q 4 y 
the extension services of the co-operatives. The only area in which he still can make a 
profit is by reducing cost. Since there are very few areas in which he can Nan aourn «7 
this means labour; Long hours of work with little earnings per hour. Often women an 

children have to assist in farming without being paid, or if they are being paid, their 
income is counted in addition with the income of the head of the household, generally 
the man, and therefore heavily taxed. 


Did co-operatives benefit the small-farmer? Was he the main actor in the eaey 
structure? Did co-operatives in the Netherlands cater to all their members equally ! My 
answer would be: No. Co-operatives have been instrumental in changing the Sipalion of 
farmers in the Netherlands. First they facilitated the process of land-consolidation and 
today they seem to be turning many a farmer into a cheap labourer on his.own farm, 
heavily indebted to the co-operative RABO-Bank. Rural banks started as small and 
insignificant co- operatives. In those days it was these thrift and credit systems that gave 
farmers access to credit when it was needed to expand their activities and become 
economically successful. The present RABO, e.g., Raiffeisen/ Boerenleenbank, Is a 
merger of two co-operative banks, both of which started as small thrift and credit 
systems. It is one of the leading banks in the Netherlands today, with approximately 
1000 banks and 2,500 branches. This closely-knit organization has the most extensive 
banking network in the country. In rural areas the farmers still refer to the RABO-Bank 
as ‘our co-operative’. Though the bank still has a formal co-operative structure it has 
outgrown its original focus and has become very much a part and parcel of the Dutch 
capitalist fabric. 


It is difficult to make a comparison with India at this point. When discussing the future 
of co-operatives in India, however, I feel it could be an interesting comparison to pursue. 
Farmers getting together and setting up small thrift and credit schemes, operating from 
their homes first and getting established later: this is how the RABO-Bank started and 
this is how we observe many thrift and credit schemes in India today. Let me stop the 


comparison here and learn from what persons who are at home with the co-operative 
movement in India have to tell us. 


Are co-operatives ideal instruments for development? Do resources generated by co- 
operatives strengthen and support the poor? Are they a third path between the free 
market and state controlled development?-Or are co-operatives part of a civil society 
where the role of the state is controlled by powerful lobbies of farmers, and small 
producers? Conversely, are co-operatives controlled by dominant vested interests within 
the State? Are co-operative efforts strengthening the economic base of their members 
and which strata of society do there members come from? I am sure we will not be able 
to tackle all these questions in the coming two days. What we, however, would like to 
achieve is a comprehensive understanding of the co-operative movement in India today, 
Its strengths and weaknesses, and its future direction. This would assist us to identify 
trends, organisations and networks that HIVOS could support. 


Jan Bruinsma is Regional Representative at HIVOS-RO; Bangalore: ie 
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4. FUTURE OF CO-OPERATIVES IN INDIA - IT IS INSEPARABLE FROM 
THE FUTURE OF INDIA* 


L.C. Jain 


The historical circumstances was the partition of India. Millions were uprooted. They 
crossed the borders and made for the first refugee camp. There were hundreds of such 
camps and thousands of volunteers to serve them. There were 10,000 refugees in the 
Kingsway camp close to the Delhi University where I was enrolled for a Master’s 
degree. Before I knew, I had abandoned the classes and volunteered to look after this 
camp. Yes, we had tents, kitchens, dispensaries, and schools improvised overnight. Just 
as I began to feel that life in the camp was settling down after many a storm, a visitor 
came and unsettled it all for me. That visitor was Kamaladevi Chattopadhyaya. And it 
took just one question from her to unsettle the settled: what is their future? How long are 
they to live in the camps? 


As bus loads of refugees were pouring in day after day, and all day long, with food to be 
cooked and distributed for 10,000, thrice a day, and uncontrollable tempers to be 
contended with and soothed, we lived by the hour. None of us, the volunteers in the 
camp, had a moment even to entertain the question about the day after, let alone the 
future. 


But Kamaladevi’s question transfixed me. We arranged to meet the following day. A 
group of those who were called socialists in the Congress Party, had assembled. After 
hours of deliberation we arrived at the conclusion that the refugees had to build their 
own future and that self-help or self-initiative was fundamental. That given the enormity 
of the problem and the resourcelessness of the individual households who had either 
very little or lost most of what they had in the process of migration from Pakistan to 
India, mutual aid was indispensable. The only known instrument, appropriate and fitting 
all this description was a ‘co-operative’. The next step was to share the idea with the 
refugees for their response. But co-operation was Only an idea. What content each 
co-operative will have, what tasks it will undertake and how it would accomplish them, 
had to be determined by each co-operative itself. Nevertheless, to take the idea to them, 
to receive their response, to offer them counsel, and to facilitate their journey in case 
they chose the path necessitated a platform. We needed a mother co-operative which 
would foster co-operatives; a co-operative whose business it would be to put other co- 
Operatives in business; a co-operative to create an external environment (be it 
economic/social/political or bureaucratic) to protect them from forces, elements which 
may be uninformed or averse to the idea of a co-operative, its principles, practices and 
possibilities. In short, we planned a mother co-operative to mobilise positive support on 
the one hand, and to ward off the inappropriate, the intrusions on the other. 


It was thus that almost overnight the Indian Co-operative Union (ICU) was born to act as 
a mother co-operative with Kamaladevi as its President. ] volunteered and moved from 


* Keynote Address at the Consultation on the Future 
15-16 January 1993, Bangalore. 


of Co-operatives in India, 
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the refugee camp to ICU to become its first village level organiser in 1948. That i 
45 years ago. We had little knowledge of either the guts of a ae ive, aa 
practicability or the specific economic activity or the many faces of human na “ : 
had even less knowledge of the beams of the roof that collapsed on our head day by lay 
to our utter bewilderment: the co-operative law, the co-operative rules, the Gong perallve 
department, the Registrars, the inspectors, the co-operative auditors, the credit limit, the 
co-operative bank. 


Contained behind each of them was obduracy, woodeness and insensitivity. They were 
immune to the tragedy wrought by partition on its victims called refugees, oF unaware of 
their condition of being uprooted not only geographically but in terms of 
self-confidence. How do you retain self-confidence when you are unable to save your 
family, children, property and ancestral place and often the very life from marauders? 
And all that before your very eyes - you were a_ helpless witness. How can 
self-confidence survive such an onslaught? They were emptied of their inner strength. 


But the laws and the co-operative department were not amused. They had only one song- 
"you suit us; we cannot bend to suit your circumstances". Co-operation when | first 
experienced it as a practice, appeared as a monster who could do no more than devour 
you. How were the helpless then to rebuild a life through its aid when it was more ready 
to bite than to build? 


So we in the Union, started with the inspiration of co-operative principles: one person 
one vote, democratic control of members over management i.e., equity and 
accountability, and with cheerful assumptions of setting in motion a process for building 
a new India through mutual effort (largely, outside the state, though not opposed to it). 


ICU (as the Co-operative Union was then popularly called) set out on its chosen task, 
undeterred by the fact that the co-operative department would not register it. [t took nine 
long months, and finally, the deed could be accomplished only with the intervention of 
Nehru, the then Prime Minister. But in so doing, the department ‘obliged’ us, under 
pressure. However, the post-registration period was made more painful by the 


department if not turned into an obnoxious experience because of the pressure we had 
exercised. 


After 40 odd years, it all comes back as a part of someone else’s history. Frankly, no 
more do | feel anger, only anguish. Anguish, because, we have moved not even 4 little 
away from the obstructive characteristics of the regime of laws, rules, the department, 
the inspectors and other paraphernalia that constitute the co-operative regime. It is a 
contradiction in terms: "obstruction" in "co-operation". But that is the reality of our life, 
unrelieved by some stray rare exceptions. 


The challenges we face today are far more formidable than what partition inflicted on us 
or the formative post-independence years had in store for us. What are these challenges? 


First, ne demographic pressure: The population of India is two-and-a-half times what it 
Wi S t - 5 r % Lee ) ' ‘ re #5 : é Bhed 
as at the time of Independence. It is 843 million to-day as against 361 million in 1951. 
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By the year 2025, it would be close to 1,500 million, if the present trend continues. The 
social factors of our population are even more frightening than the quantity. 


In large regions of the country, illiteracy, especially among women, continues to be still 
rampant. Nearly 2 million children will die before they complete their first year of life 
and the bottom 30 % of the population still consume only as much grain as they used to 
consume 30 or 40 years ago. In terms of absolute numbers, the total number of 
illiterates, the total number of infant deaths and the total number of malnourished or 
partially hungry persons have all risen in 1992 when compared to 1952. The failure to 
eradicate illiteracy, to improve the status of women in society and to assure access to 
health care also accounted for the failure to reduce the rate of population growth. 


Bureaucracy is the main tool we have relied upon so far to redress these two frightening 
aspects of the population problem: the quantity and quality. Its limitations are obvious to 
all. But what is not so obvious is: who is to relieve the bureaucracy from carrying the 
main responsibility? 


Second, resources are dwindling. The days are over when the State could marshal and 
mobilise surpluses essential for investment in aid of development and growth. The 
exchequer is practically bankrupt today, or where it. is not, it is under crushing 
internal/external debts. 


Hitherto the honorific ‘indebted’ was a ‘prefix’ and a ‘suffix’ for a poor farmer. But 
today it applies to India as a country. According to a recent report by a task force on 
external debt set up by the Reserve Bank of India, our external debt has increased from 
Rs.6,485 crore in 1971 to Rs.127,618 crore in 1991. This excludes the heavy borrowings 
which the country has resorted to in the past one year. Added to this is the internal debt 
which has risen from Rs.19,193 crore in 1971 to Rs. 306,876 crore in 1991, 


There is no business which can flourish without borrowing but there is no indebted 
person who can survive without a flourishing business. Alas! Much of our national debt 
that the government has incurred, has gone to meet the expenditure on salaries, dearness 
allowance and other consumption items-for which there is nothing to show by way of 
assets or a record of good deeds. 


One dimension of the increasing debt is the increasing deficit in our budgets, which 
simply stated means that the revenue expenditure of the government is running ahead of 
its revenue income. In the past ten years the cumulative budget deficits of the Central 
and State Governments are about Rs.75,000 crores. 


Having thrown out of the window even a tentative initiative of austerity (recall, recently, 
the Central Government postponed the meeting of the National Development Council 
which was to consider a report on austerity Measures recommended by a Committee, 
comprising of seven Chief Ministers) it is obvious that the gravity of the debt and the 
deficit situation has not yet deterred the powers that be, from pushing the country 
downhill in the valley of ruin! 
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thi at er in which 
We get a closer view of this rush towards ruin when we look at he ee 
expenditure is being incurred even ‘n such sensitive areas as the serving © poc 


respect of primary education, primary health and poverty alleviation programme 


On primary education and primary health the Centre and State together spent Seni 
crores during the decade of the 80’s. But the teachers do not teach, the health wor i 
not treat- yet they draw their salaries alright. When questioned by the village popula EP 
as to why they do not teach or treat, when they draw their salaries, their stock answer Is: 
we are not your servants. We get our salaries from the Government. 

More recently, we have the Planning Commission's Evaluation Report of the nich 
trumpetted ‘Jawahar Rozgar Yojna’ (JRY) which forms a part of the poverty Bae eaion 
programmes. In the past three years, Rs.7,500 crores have been spent on this scheme 
(and by March 1993 the total will exceed to Rs.10,000 crores). As the Evaluation Report 
shows, on an average JRY has not been able to provide work for more than 16 days to an 
unemployed person and it has covered only a small proportion of the unemployed 
seeking work. Worse than that, the schemes on which money has been spent were not 
undertaken in consultation with the local population. There is a very big question mark 
as to whether they really fulfill the priority needs of the people. Besides, there are no 
arrangements for the maintenance of these assets. Thus, their durability itself is in doubt. 


Let us assess the IRDP, another major scheme for the poverty alleviation programmes. 
An official assessment shows that 72% of the persons assisted under this scheme have 
not been able to raise even their fingers above the poverty line and that the 287% reported 
successful include a significant number of those who were not below the poverty line to 
begin with. 


Yet, the degree of deprivation of the people measured from even the minimum quality of 
life, remains enormous and expanding. There is no prospect in the foreseeable future of 
the State being able to continue to play the role of a market leader in development. 


Who then is to marshal the resources, deploy them and ensure their fruitful, productive 
use? And imagine the dimensions of the endeavour required: we have to optimise on the 
use of existing resources, broaden the base and composition of development resources, 
i.e., to pool and activate more financial resources and, husband the environment with an 
enlightened commitment to our children to the future of our civilisation. 


Third, unemployment is on the rise. The Government knows no better than to pursue the 
growth-rate-led development strategy. Growth rate has increased from 3.5% to 5.3% in 


the Eighties, but employment growth rate has fallen from 2.8% to less than 1.5%. The 
labour force continues to expand by 2.6%. 


Worse still, even such gainful means as the people have found on their own are being 


destroyed through pro-big business policies. To wit are the starvation deaths of 
handloom weavers. 


Such meagre income as the poorer sections are able to eke, is mostly sucked away. An 
intolerable order of inflation is one of the many reasons. [n the past eight years, the 
consumer price index for food purchased by agricultural workers has increased 348 
points (from 520 in 1983-84 to 868 in 1990-91). These workers spend 80% of their 
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budget on food. They have no linked wages with inflation. Often they do not get even 
the minimum wages or if they get minimum wages for over 100 days in the year, they do 
not get work. JRY, as we have just seen produced barely 16 days work in the year for a 
fraction of the unemployed. 


Another reason is that in many cases, the poor fail to spend on food. The cash is being 
sucked away from their pockets through liquor. It is estimated that the annual revenue of 
the Central and State Governments from excise on liquor is about Rs.3,000 crores, which 
represents a sale of Rs.15,000 crores worth of liquor in the ‘white’ market. To this we 
can safely add an equal amount of liquor being sold in the ‘black’ market. Thus, a total 
of Rs.30,000 crores of well earned income - mainly of the poorer households, the 
labourers, the fishermen et al, is going in alcohol consumption. The only way of hope 
comes from Andhra. Long live the women of Andhra for their growing massive assault 
on arrack! 


Fourth, the society at large which was Striving to preserve the newly won freedom, is 
overcome today with such uncontrollable sectarian passions, that no longer are all 
segments of society pulling in the direction of oneness. We are relying largely on the 
police and the para-military forces. Now the armed forces too are being increasingly 
brought in to the aid of the civil authorities. Here again the limitations of relying on the 
‘khaki’ force have shown themselves in abundant measure. They can quell a riot, if at all, 
but they cannot forge the friendship or the unity necessary to root out the very cause of 
the riots. The secular character of the Constitution cannot be driven into the bones and 
the brains of society by bullets. In fact, the State as a whole, as an instrument, with or 
without the use of the ‘khaki’ force, is unable to cope with the challenges in this realm. 


The challenges we face constitute a task well beyond ministers, cabinets, bureaucracy, 
the police, the para-military and the military. 


Who then is to relieve the State of this burden which is not only much too much for it to 
carry? It has been shown that the State is not even an appropriate instrument for this task. 


What all this adds up to is that India is being subtracted, and, that we cannot afford to be 
passive. 


An unprecedented mobilisation by the people in an orderly manner is required. It must 
extend up to the remotest village to save India, to move it forward and for the people 
themselves to develop alongwith the economy in equity. 


Parliament has given a beginning. It has passed the 72nd and 73rd Amendments 
providing for a secure democratic existence for Panchayats and Nagar Palikas - with 
mandatory elections every five years and the next elections to be completed before the 
expiry of the 5 year term. This ensures continuity. Equally significant is the provision for 
the massive presence of women, of a minimum one-third, in these elected bodies in rural 
and urban areas. What a social force it can release with some three to four lakh women 
entering public affairs! Swami Vivekananda used to say that with five hundred men, the 
conquest of India might take fifty years; with as many women, not more than a few 
weeks. And, if they join hands with another two lakh representatives of dalits and other 
disadvantaged groups in the panchayats, India can pulsate with change. 
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While recognising these possibilities, the limitations of the Panchayats must use - 
recognised. They can promote, aid and encourage economic activity, Dus they ae 
undertake it. Economic activity is the substance of life for the masses of our people who 
live by the sweat of their brow. It is here that the co-operatives have a unique role. True, 
the State is obsessed at the moment with its own failure to be a suitable instrument for 
economic activity. It is now rushing to the other extreme of unloading all its stock and 
responsibilities on to the market. The market also has its limits, and often knows it. So, 
we do not need any more the State to carve out a place for the co-operative endeavour. 


I see already some inspiring and illuminating examples. Samakhya has restored not only 
my interest in co-operatives but also my faith in the capacity of society to build 
co-operatives independently of the State, resisting the intrusions of the latter where 
necessary. But more than that, Samakhya is resisting deviations from principles, 
democratic practices by co-operatives themselves and keeping an accent on good and 
sound business principles and practices at the same time. A chance meeting with Shashi 
Rajagopalan of Samakhya at a seminar a few years ago was like my chance encounter 
with Kamaladevi. 


Now, more recently, I have seen some highly analytical, instructive and thought 
provoking literature on co-operatives flowing out of IRMA, and my respect for Tushaar 
Shah and his colleagues has gone up tremendously. It has also helped me to overcome 
my initial resistance to IRMA when I first heard the sum they had spent on building the 
campus. They are producing knowledge on why the co-operatives fail? Why do sugar 
co-operatives fail even where Amul, the milk co-operative has won hands down? These 
insights are invaluable capital. They must be read, debated and interacted with IRMA, by 
anyone involved, interested in co- operative endeavour. Our support for co-operatives 
must be tempered by an understanding of the complex cultural, commercial, 
organisational context which is wider. 


A new Co-operative Initiative Panel has just begun to act as a national centre for setting 


the agenda and for pressing for changes in law, practice and policy. They also want a 
new outlook within the co-operative movement. 


It is in this context alone that we can think of a new phase in the co-operative movement, 
where through the combined strength of the people gathered together systematically 


from village-level upwards, we can create some force to impact on the economy, on the 
social fabric and uphold our self-respect as a civilisation. 


Much of what we do may not change the world of India and its ‘Bhakasura’ type of 
demonic problems. But if we do not act, the demon would not feel even challenged. The 
first step towards a victory is to throw the challenge. Please, let us take the first step. 


ee ee ee ee - - 
Se ee 
ee we oe ee ee ee 
wwe ww ew meme eee ew 
ee ee me ee es ee es 
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5. CO-OPERATIVES DURING THE PHASE OF LIBERALISATION 


L.C. Jain * 


First, when they say liberalisation of the economy, it is important for us to take note of 
the fact, that they are merely talking of the ‘tail’ of the economy, One segment of it and 
not the whole of the economy. The Indian economy is a vast area. At the bottom are the 
marginal and small farmers, and the agricultural labourers and next to them are the 
workers in the informal sector. 90% of the employment generated in the manufacturing 
sector is in the unorganised sector and 90% of the investment that we have made so far 
is in the organised sector. And still worse, the organised sector employment is on the 
decline. Not only have they consumed massive investments, but they have choked 
employment. It has now become mainly the role of the unorganised sector to provide 
employment. The major instruments that were developed for Regulation and Control 
were the issuing of licences, capacity constraints, foreign collaboration constraints, 
import of equipment processes, location, choice of products to be made, and the product 
mix. All these aspects are in the domain of industrial licence. 99% of the liberalisation 
that is being done of which we heard so much about in the last two years, is confined to 
the organised sector. Now surely if they are producing for the economy either by 
themselves or in collaboration with foreign companies (may be multi-nationals) there is 
no great virtue in putting obstacles in their way, in putting thorns in their flesh. If you 
want them to work for the economy, take away the thorns and the stones from their path 
and let them work. I see no reason why we should not do that. So, in that sense, when 
they talk of liberalisation, I have no quarrel. The real problem is with liberalising only 
for the big ones e.g., in the co- operative sector the entire regime of inspectors remain, as 
if the co-operatives are not part of the economy. Again in the entire rural development 
scene, the entire rural administration with its Strangulating powers functions exactly as 
they were. 


In the case of small-scale industry, there is no licensing requirements but there are about 
sixty- five Inspectors who breathe down their necks from morning till evening. Under 
tremendous criticism and pressure from parliament and elsewhere the Government said 
that as a part of this policy they will abolish Inspector Raj within three months. We will 
liberate these small Industries from Inspector Raj they announced on 6th August 1991, 
We are now in 1993. Those Inspectors remain exactly where they were. Inspector Raj 
remains as it was. But even as I was coming from Delhi to Bangalore, yesterday, papers 
were full of further amendments to ‘FERA’, (Foreign Exchange Regulations Act), which 
affects the foreign investors here. They have been changing the regulations on ‘FERA’ 
for a very long time and making further amendments. Now this time the amendments 
have been done through an ordinance. This means the pain is being felt so much that we 
must somehow make life easy for these poor people who are working for the Indian 
economy. 


* This was delivered by L.C.Jain soon after the keynote address in response to the 
chairman’s request. 
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But they do not feel the pains of the agricultural worker, the marginal worker, Beso 
farmer or the worker in the unorganised sector j.e., 70% of our labour force. ee A 

years, this labour force Is still dependent on agriculture and allied activities oF : 
livelihood! In the manufacturing sector, 90% of the labour force IS 1n the unorganise 

sector. So if people were the focus of your policy, and you wanted to ane the 
energies of the people for creating goods and services which is the heart of the economy 
or economic activity, then your agenda of liberalisation would in some ways ‘ag 
addressed the problems of these people. | am sorry to say that in the last two years, it has 
not been so. At the same time, an extraordinary situation has developed in the last 10 
years, during which our external debt increased by numbers that |] have referred to 
earlier. The prescription given was: you liberalise, you allow freer imports, and since you 
have not enough money to pay for the imports, you borrow from abroad - from the 
World Bank or the commercial market and then you will find that your economy will be 
energised. Now they say, that since you are not able to pay your debts, you please 
borrow more, and repay out of that. So the strangulating effect of that policy, is where it 
says liberalise on one hand, and on the other hand, the noose is getting tighter round our 
neck, because of the increasing dependence upon foreign capital in our total resources. 
We always have had a place for foreign capital right from the first Plan onwards. But 
there was always a decision in every plan that the proportion of foreign capital must be 
kept down to 1.5 or 2 %, so that we can service it. When you borrow, as an honourable 
country or a commercial body, you must service your loan to avoid dependency. 


Now we are suddenly told that all our policies were wrong and that is why we are not 


able to repay our debts and hence the need for structural adjustments and globalising the 
economy. 


I will cite only one instance which will show the perfidy of globalisation without the 
localisation of the economy. In all the literature eg., the Human Development Report, the 
World Development Report, which have come out, globalisation is being preached: 
Open your doors and your windows, so that the world can trade with you. And so far this 
was mainly in the realm of manufactured goods. But the focus of “GATT” now or the 
‘DUNKEL DRAFT” and Structural Adjustment Policies, is that trade in agricultural 
products also must be opened. Therefore, there is no restriction of any kind. 
Commodities can be brought from outside. One also has the option to export. One may 
therefore, produce in the agricultural sector for exports. Now studies in India have shown 
that even if our foodgrain production is adequate at the aggregate level, the hunger of the 
poor cannot be cleared, unless these grains are produced locally. Even in a state like 
Kerala, where the public distribution system is one of the most efficient in the country 
and assuming the market system also works, they found in a study done by the Centre for 
Development Studies, (Trivandrum) that the poorer people were still not able to get the 
grains which they require, because neither the PDS nor the market mechanism, nor the 
comfortable ageyregate supply was able to reach them. And therefore the study arrived at 
a prescription: that local production of the kind of grains which the poor require is a 
necessary condition to satisfy their requirement of food. 


Now in< ‘oS + euateyd care 
: in all this literature: World Development Report, Human Development Report, etc., 
1e center piece is ee , Tee ee ‘ | 

nter plece is poverty removal and ensuring food security. If the grains are to be 
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produced according to the global demand pattern, there would be even less concern to 
produce what the poor require. Globalisation, for us, was so far confined to what you 
may call cash crops, which were not immediately affecting the dietary requirements of 
the poor. It is quite clear now that with globalisation (which is a necessary condition of 
so-calied liberalisation, structural change, “GATT” Agreement,) the access to food of the 
poor will be worsened. Now, on the one hand they are worsening the food availability 
for the poor, and on the other hand they are promising that liberalisation will constitute a 
better assault on poverty. Poverty has defied solution earlier, because of the policies of 
import substitution and of barriers. They tell us that we were an inward looking 
economy so far, but now if we become an outward looking economy, poverty has a 
better chance of being attacked. I think that this proposition at its very root is 
misconceived. Earlier we had reliance based on the trickle down theory: Produce goods 
and services here and they will trickle down. There is no more of this. What we will 
have will be even less effective than the trickle down theory because that was atleast in 
some ways protective of building up some kind of indigenous capacity. The unorganised 
Sector survived here during this period because it was not faced with that kind of 
onslaught. But once you lower your barriers, and you have free trade, you must have 
your pillars of localisation of the economy which can then sustain the Onslaughts of 
globalisation. Premature globalisation of the economy without even the minimum 
required localisation of the economy, can topple it. 


The second is employment. Now we are being told that all these changes are for 
introducing labour-intensive industrialisation in the country. Will globalisation support 
labour-intensive industrialisation?! The example given are that after all in Korea, 
Taiwan, etc., the Asian countries have used the labour-intensive kind of manufactured 
products to move forward. I do not know this field very much more, but I cannot find a 
better authority on the subject than Dr.Manmohan Singh, who himself in his address to 
the World Bank at the Development Economics Conference said that, in history there 
was a time all these years, when there was scope in the world demand for 
labour-intensive products. But he asked, are those markets there now? There is no 
assurance that what may have happened in the last fifteen years can be taken for granted. 
Even if we follow the prescription and turn towards a new form of Structural adjustment 
and produce labour-intensive form of goods for exports, that they can sustain an 
economy like India is very doubtful. He said that in 1989. All the trends so far are that 
we are anxious to produce more goods without using labour. It is leading to 
capital-intensive, import- intensive and energy-intensive modes of production. We are 
producing goods in a manner that less labour is required per unit of Output. Foreign 
collaborators have never had a chance to develop technology which absorbs more labour 
and less capital. The entire endowment factor was such. that their technological 
development has been on the basis of producing more with less labour. Now if you bring 
them and join forces with your own producers, clearly you want to produce goods even 
in India without the use of labour. The fact remains as Dr.Arun Ghosh has pointed out, 
that contrary to all that is said about the value of labour, in the composition of cost of 
industrial product the wage component has remained Stagnant. Being less than 10 % 
across industry it is marginal. If increases in cost have taken place in the last 15 years it 
shows that they have been largely in the material cost, in the energy cost and also in the 
Management (mis-management and misappropriation!) cost. But the entire economic 
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literature wants to further reduce the smallest component of the cost. Every Institute of 
Management teaches us that we should go for the big item of cost pai” we want i 
lower the cost, and that we should not waste our energy On the smallest componen : 
Because, if wages are costing 10% and even if we are able to make 50% hie hon : 
cost, we are talking only of 5% reduction. But if our material is costing 60%, we can ge 


much more economy by even a 15% cut. 


To sum up, | would say that my quarrel with those who are preaching the Heese OD 
policy is, that while we are not against liberalisation per se, We are against this very 
selective, limited, patronage-oriented liberalisation which is forcing 90% of more of the 
economic agents of this country to continue to work without even a little taste of 
liberalisation. They are still under rules, laws, Inspectors, regulations. Even voluntary 
organisations are subjected to “FCRA’ (Foreign Contribution Regulation Act). There 1s 
no amendment in that which deals with a peripheral Rs.200 crores a year at the 
maximum. But with ‘FERA’ (Foreign Exchange Regulations Act), which affects the big 
companies, sweeping changes are being made. With the latest amendment they can enter 
even the restricted areas. They can make any product anywhere. We are liberalising for 
somebody who is on our patronage list. We are not liberalising for those who are not on 
our list, and that happens to be 90% of the poor who are also economic agents. Then if 
somebody wants to tell us, that this will ultimately reach the poor and will be good for 
them, one thing we will have to ensure is that the poor do not die during this period. I do 
not think that in the lifetime of the poor, these kinds of changes are going to make any 
material differences. One thing that can be guaranteed is that if the ‘DUNKEL’ proposal 
on the Agricultural sector is not resisted, there will be riots here. | think the farmers who 
attacked Cargill have rendered a very useful service in bringing out the enormity of the 
danger that lurks ahead. Liberalisation will jeopardise their food security. Even such 
security which they are enjoying today stands in danger of being lost. Under these 
conditions, I would say that liberalisation as evolved so far, its limits within which it is 
being operated, its beneficiaries are a handful of people who cannot really serve the 
masses of India well. It is also clear that if the purchasing power of the masses of people 
is not expanded, then it can be guaranteed that this liberalised revolution that they are 
doing for a selected few, cannot be sustained. : 


This is because one of the ailments of the Indian Industry so far has been the constraint 
of demand. They have been saying there is no demand. Well if we do not create 
employment, and let people have income, where will the demand come from? They are 
hitching their wagon to the export demand. The US economy, the Japanese economy, 
the European economy, and the British economy are all going through recession. And in 
that period we are stretching credulity for us to imagine that they will open their doors 


for Our goods and that we can repay our debts and create a labour-intensive form of 
industrialisation. 
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6. FEASIBILITY STUDY OF THE CO-OPERATIVE SECTOR 


M.S.Sriram 


INTRODUCTION 


A Co-operative is one of the forms of organisation representing group entrepreneurship 
where people get together to meet their common needs. A co-operative is said to be a 
distinct form of organisation because of its structure and the principles on which it works 
(Sriram 1991), | 


The concept of co-operation is defined in several ways, but all the definitions highlight 
the factor of orientation towards the members and the aspect of democratic control, 
which are the basic factors that differentiate co-operatives from other forms of 
enterprise. The functioning of the co-operatives, the world over, are guided by the 
Rochdale principles, which were later modified in 1937 and 1966 by the International 
Co-operative Alliance (ICA) Congress. 


The principles of co-operation as recommended by the International Co-operative 
Alliance are reproduced below. 


A co-operative society should have for its object the economic and social betterment of 
its members by means of the exploitation of an enterprise based upon mutual aid, and 
should conform to the following six Principles of Co-operation as formulated by the 
INTERNATIONAL CO-OPERATIVE ALLIANCE: 


1. Voluntary Membership 
Membership of a co-operative society should be voluntary and available without 
artificial restriction or any social, political, racial or religious discrimination to all 
persons who can make use of its services and are willing to accept the responsibilities 
of membership; 


2. Democratic System 
Co-operative societies are democratic organisations. Their affairs should be 
administered by persons elected or appointed in a manner agreed by the members and 
accountable to them. Members of the primary societies should enjoy equal rights in 
voting (one member one vote) and participation in decisions affecting their societies. 
In other than primary societies, the administration should be conducted on a 
democratic basis in a suitable form; 


3. Limited Interest 
Share capital should receive a strictly limited rate of interest, if any; 
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4. Equitable Distribution aH AO CTE NS tit} eo 
The economic results arising out of the operations to the society belong to e 
members of that society and should be distributed in a manner as would ayoid one 
member gaining at the expense of others. This may be done by decision of the 


members as follows: 


a. by provision for development of business of the co-operative, , 
b. by provision of common services; Or » 7 . . 
c. by distribution among the members in proportion to their transactions with 


the society; _ 


5. Co-operative Education | 7 , 
All co-operative societies should make provision for the education of their members, 
officers and employees and of the general public, in the principles and techniques of 
co-operation, both economic and democratic; | ; 


6. Mutual Co-operation ia 
All co-operative organisations, in order to best serve the interests of their members 
and their communities should actively co-operate in every practical way with other 
co-operatives at local, national and international levels. 


Formal co-operative institutions have had a history of more than a century in India. The 
first co-operative was started as early as 1891 in Punjab with the objective of controlling 
common land of the village (For a detailed account of the history of co-operatives in 
India see Hough 1960). 


The first step to formalise co-operative organisations was taken in 1901, when the draft 
bill and model rules of the co-operatives were prepared by a committee. The first Act 
was passed in 1904. | PI RCS : MPTAMAATY 


The number of co-operatives and their fields of action have grown by leaps and bounds 
since then. The latest statistics available indicate that the number of formal co-operatives 
existing by the end of 1991 was 300,080, with a membership of nearly 146 millions 


(NABARD 1992a). 


More than a fourth of the total number of co-operatives are in the credit sector. There are 
around 80,000 primary agricultural co-operative societies, 347 central co-operative 
banks apart from the other forms of co-operatives in the non-agricultural credit sector. 
The primary agricultural co-operative societies themselves account for a membership of 
nearly half the total membership in the co-operative sector - accounting for slightly more 
than 80 million members. The present state of ‘credit. co-operatives in India is not 
encouraging. The co-operatives as a class ‘have been incurring net losses for the past few 
years (NABARD 1992b). However, co-operatives have ‘been performing well in certain 
commodity sectors and in certain geographical areas: The milk co-operatives: of Gujarat 


and z 
and the sugar co-operatives of Gujarat and Maharashtra are examples of successful 
performance. et i 
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Major reasons for the unsatisfactory performance o 


f co-operatives have been muc 
ir : 3 n much 
debated and examined. The reasons h 


ave been traditionally identified as interference by 
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the State, politicisation, non adherence to the principles and ideology of co-operation 
and in the manner in which policy is formulated (Sriram 1990). 


Apart from policy aspects discussed in the paper mentioned above, one route through 
which the policy translates into action is in the legal framework. Co-operation in India is 
placed in the State list and is therefore governed by the legislation passed by the 
respective states, except in cases where the area of operation of a particular co-operative 
extends beyond one State, in which case it is governed by the Multistate Co-operative 
Societies Act passed by the Central Government. , 


The legislation in different States differ in the approach and attitude towards 
co-operation. One of the main aspects that is to be highlighted is that all the acts, in 
general, have vested overriding powers in the Registrar of Co-operatives. In the states of 
Gujarat and Maharashtra, the co-operative movement itself may have reached a stage of 
maturity that any attempt at a takeover by the Government would immediately attract a 
great deal of public outcry and litigation, as evidenced by the case of Gujarat, where 
cO-operators resorted to litigation in resisting the anti co-operative amendments effected 
by the State Government in 1981. The same might not be true of other states where 
co-operatives have always functioned’ under the’ patronage of their respective state 
governments (for a detailed discussion on Gujarat State in reference to the above, see 
Phansalkar 1992), i 


SALIENT FEATURES OF CO-OPERATIVE LEGISLATION 


The basis for the present-day co-operative legislation is largely dependent on the 
recommendations made by the Committee on Co-operative Law, which was headed by 
S.T.Raja (Tyagi, 1968). This was set up essentially to look into ways and means of 
providing legislative support to implement the recommendations of the All India Rural 
Credit Survey Committee (AIRCS) (RBI 1954). It was also envisaged that the law in the 
various States would have certain degree of uniformity. Most of the State legislations 
have derived from the model bill provided by the Raja Committee on co-operative law. 
It should be highlighted here that the AIRCS recommended State partnership in 
co-operative movement and suggested that the State should contribute no less than 51% 
of the share capital of the co-operative society at a primary level and an appropriate 
amount at the federal level. Naturally, a fall out of State partnership was also State 
control, which has been increasing ever since. 

Co-operative legislation in most States assumed the tone of controlling and supervising 
the functioning of the co-operatives following this legislation. There are provisions in 
the legislation which acknowledge the principles of democracy (which also happens to 
be one of the principles of co-operation) and some principles of co-operation. However, 
none of the acts reviewed for the purpose of the present study list the principles of 
co-operation as the basis for the governance of co-operatives, except the Multistate 
Co-operative Societies Act, 1986. However, all acts acknowledge the principle of 
voluntary membership explicitly. All acts also recognise the principle of democracy in 
its true sense - that of having only one vote per member. All acts provide for a limited 


“ay 


return on capital and have provisions for disbursing bonus on the basis of tie 
The principles of co-operative education are only given lip service - by ma ing 
provisions for compulsory payment of a part of the profits to the co-operative union as 
education fund, with no explicit purpose for the use of these funds stated. No provision 
appears in any of the acts that would actively promote co-operation anone 
co-operatives, which is the sixth co- operative principle. (The salient features of each of 


the State Acts reviewed here are given in the appendix). 


However, it is important to state here that, though the provisions that apparently 
acknowledge the principles exist in all State Acts, the tone and therefore the Spirit in 
which these provisions are laid out differ from State to State. If all the co-operative acts 
reviewed for the present study are placed ona scale, Tamil Nadu would stand at one end, 
while the Andhra Pradesh Act and the Multistate Act would stand at the other. While in 
implementation of the spirit of co-operation, the position of the Tamil Nadu Act is very 
near reality, it is not so in the case of Andhra Pradesh. Tamil Nadu has been suffering 
the "patronage" of the Government for too long and has hardly functioned as a State 
which has democratic co-operatives. Andhra has had elected boards to manage 
co-operatives, interspersed with government nominees. It is a popular perception that 
Gujarat and Maharashtra have the most vibrant co-operatives, and are apparently the best 
as far as the practice of co-operative spirit is concerned (for a discussion on co-operative 
successes and failures in Gujarat, see Shah 1992). 


Much of the democratic nature of a co-operative depends on the attitude taken by the 
respective state governments. All co-operative legislation gives sweeping powers to the 
Registrar. This is the provision that States invoke whenever they want to take over the 
management of a co-operative. All acts (except the Multistate Co-operative Societies 
Act) have provisions which give the Registrar the power to directly amend bye-laws of a 
cO-operative as well as the power to amalgamate two co-operatives. All acts invest the 
Registrar with the power to give directions to co-operatives in the public interest. 


It is easy for a state government to invoke any of these provisions and take over the 
management of a co-operative or a group of co-operatives. It is therefore argued that 
apart from the legal provisions, the policy of the State and its attitude towards 
co-operatives affects the overall environment in which a co-operative functions. For 
instance, the Government under the leadership of the then Chief Minister Mr. S. 
Bangarappa in Karnataka did not seem to favour the idea of powerful democratic 
institutions at the grassroots level. This attitude was indicated in the way the State 
postponed elections for the boards of co-operatives and in the way Panchayats were 
taken over (abolished to be manned) by government "administrators". Later, the 
Government issued a notification to include its own non-official nominees on the Board 
under the guise of representation for women. This could very well be used to ensure that 
the ruling party gets a majority, where such majority was lacking in the elected board. A 
similar attitude was shown by the Andhra Pradesh government in 1984, which led to a 
long legal battle (for details of this particular course of events see Korten 1990). 


wea a seen from the salient features of the Tamil Nadu Act discussed in the appendix 
at the autonomy of co-operatives is hardly acknowledged. Even the norms for 
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democratic process are not provided for. There are no procedures on how to conduct 
elections to the co-operatives and when. The State Act even goes to the extent of giving 
the Registrar the power to approve the annual budget of the co-operative, in case the 
General Body refuses to pass it. The Act also has several provisions dealing with the 
Supersession and takeover of the elected board of management. There are also 
provisions which give the State the power to appoint the Managing Director in every 
apex CO-operative. 


The Andhra Pradesh Act is said to be the best of the legislation reviewed here. However, 
the Act comes nowhere near the "Model Co-operative Societies Act" drawn up by the 
Brahm Prakash Committee (GOI, 1991). The A. P. Act lays down several restrictions on 
simultaneous holding of co-operative and political offices, thus equating co-operatives 
with politics in spirit. The act also has several control mechanisms through which the 
State could tamper with the internal management of the co-operatives. Most of these 
provisions, it is felt, are welcome in Spirit, but have not been set out in the right context. 
There are provisions regarding the internal control of the co-operative in the Act, which 
could better be placed in the Bye-laws. These the State could Suggest to the 
co-Operatives in the form of model bye-laws which they normally issue as a reference. 


Apart from the factors which are unique to the respective Acts, most of the provisions of 
the Co-operative Acts adopt a similar approach as far as the co-operative and democratic 
principles are concerned. 


The Model Co-operative Societies Act published recently might form a good basis for 
the co-operatives to function as autonomous institutions, as envisaged by the 
Co-operative Principles. 


CONSTRAINTS IN FUNCTIONING 


Policy and legal hurdles are the factors that constrain co-operatives most. This, however, 
is not universally true. Co-operatives, where successful, have continued to perform well, 
in spite of a hostile legal and policy environment. In fact, it is to be stated that, as far as 
the taxation and levy policy of the State is concerned, co-operatives have enjoyed a 
privileged position in the past. But co-operatives also have had to pay a price for the 
privileges enjoyed. 


One of the major, constraints in the functioning of co-operatives is a legal provision 
which gives the State the power to direct co-operatives to take up activities in the public 
interest. The activities may range from acting as agents for the Public Distribution 
System to buying discoloured rice to mitigating the miseries of cyclone-hit farmers. The 
difference between taking up such activities at the instance of the members and taking it 
up at the instance of the State is to be understood. In most Cases it is the latter which 
Strangulates the co-operative. 


The second constraining factor is the question of capital. Nobody would like to invest 
capital in a co-operative, especially when the principle explicitly states that capital 
would carry only a limited interest. The principles of co-operation in themselves are not 
oriented towards any activity that is capital intensive. This would be clear if we look at it 
from the historical perspective. The early co-operative movement was closely linked 
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with the 19th century trade union movement of England (for a detailed discussion On is , 
topic see, Yeo 1988). Co-operatives, including the Rochdale, were set up basically as 
trading co-operatives. Naturally, the principles oriented them more towards Ta 
and turnover rather than towards building up of capital. In fact, the very Concer of a 
co-operative came up from the shift of business away from capital. It is, therefore, 
imperative that the co-operatives are generally dependent on outside sources for ae 
capital, and long-term funds (a more detailed discussion on the aspect of capital In the 
context of commodity co-operatives may be found in Sriram 1993). 


The third factor which could be seen as constraining is that of building up a long 
standing "mutual dependence" system. Given the present nature of co-operatives. In 
India, members have no considerable stakes in the co-operatives. Since the nature of 
co-operation is not capital intensive - the members do not lose out on invested capital, 
which could only be marginal. If the co-operative closes down, no significant difference 
is made to the members indicating the low stakes they have in the co-operatives both in 
terms of transactions and in terms of capital invested. Sugar co-operatives of 
Maharashtra represent an ideal mix of mutual dependence between the co-operative and 
the members. The members lose out on the price if the co-operative ceases to function 
and the technical feasibility of the co-operative is shaken if member patronage falls. (A 
detailed discussion of the socio- economic aspects of sugar co-operatives may be found 
in Baviskar and Attwood 1987). 


The co-operatives which stand out as successful have one common factor - they have 
built up a very good system of mutual dependency. In the process, they have kept the 
interference of the State at the minimum. This they have done by finding the initial 
capital elsewhere (as in the case of milk co-operatives of Gujarat) or by quickly repaying 
the State’s share capital (as in the case of several sugar co-operatives of Maharashtra). It 
is not that the lower the investment in the co-operative, the lesser the chances of 
takeover by the State government. But if the stake of the State is low, then a possible 
takeover under the several provisions linked to the investment of the State in the 
co-operative could be avoided, thereby making the co-operative less vulnerable. 


Successful co-operatives also build up mutual dependence over a period. The stakes of 
the members could be involved either by making the activities more relevant and 
meaningful to the members or by gradually increasing the financial stakes of the 
members in the co-operatives. If the co-operative becomes strong on its own, then even 


the representatives of the State, who might be sent to administer the co-operative, may 
be doubly careful in their dealings with that co-operative. 


Another constraining factor in the field of co-operation is that the co-operatives suffer 
from a lack of consistent leadership. The legal provisions explicitly make it impossible 
for any office bearer to seek re-election after two consecutive terms of office. As a 


result, co-operatives lose out on the experience of the leader, even if the membership 
desires the services of such a person. 


IMPACT OF STATE SUPPORT 


Co- ation j liad a pr At Ti hs: 
| neat on in India has been a product of the State. It has always been promoted and, 
in a larg - of cases ana VE cll tres , 

a large number of cases, managed by the State. This, in itself, has been a constraint in 
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the smooth functioning of the co-operatives. This can also be seen in the light of the 
ideology of co-operation discussed earlier, which does not orient itself towards "capital", 
The State finds an entry into the co-operatives at this very Stage. The State pumps in the 
initial capital and few co- Operatives extricate themselves from this initial largesse 
provided by the State. A large number of co-operatives succumb to this aid. 


A look at the legal provisions indicate how the State could control and manage the 
co-operatives, by virtue of being a mere investor in the share capital. This, in itself, 
gives the state the power to nominate its representatives on the Board. The 
representatives of the State are nominated with an explicit intention of safeguarding the 
interests of the State - which may not necessarily be the interests of the members of the 
co-operative. This is also against one of the basic principles of co-operation - that only 
users should be members and the co-operative should be‘managed by such members. 


Receiving support from the State leads the co-operatives into what is termed as a 
“dependence trap" (Seetaraman and Mohanan 1985). The State pumps in money to the 
co-operatives in the form of aid, which is foilowed by nominations on the Board of 
Management of the co-operatives. Employees of the State on the Board bring in their 
culture and business is bureaucratised. The result has a two-way negative effect. One, 
induction of government culture makes the co-operatives take up more activities on the 
lines of general welfare rather than activities that are responsive to members. This 
Orientation towards welfare activities makes the co-operative lose out in the business 
sense, making the co-operative infeasible and leading to further dependence. The other 
effect is on the image of the Co-Operative as an autonomous institution. This image is 
lost and co-operatives are perceived as extended departments of the State. These aspects 
hamper the "business" aspect of the CO-Operatives. 


AREAS OF STATE INTERVENTION 


Areas of intervention by the State that are positive and necessary for the healthy 
performance of co-operatives are listed below: ) 


I. Policy making - especially in the case of a favourable taxation and levy policy - 
which presently exists; | | 


2. Introducing legal provisions that acknowledge the autonomy of co-operatives and 
make them more accountable to members rather than to the State; 


3. Financial aid to be given in the form of debentures, loans and deposits rather than in 
the form of share capital as in the case of the corporate sector, operating through 
financial institutions rather than operating directly; 


4. Building a strong infrastructure for research and training is another area where the 
State could positively contribute to the effective functioning of the co-operative 
movement; 


5. The state could streamline the audit function. This could be done by making the audit 
regulations more broad based to include a business audit rather than a mere financial 
audit. The State will also have to decide on the right type of agencies that are 
equipped to carry out such functions. 
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Interventions of the State that are negative and should be avoided are as follows: 


1. Intervention of the State in all operational aspects of the co-operatives is the basic 
issue to be addressed here. The legislation almost uniformly provides powers for the 
State to guarantee repayment of co-operatives’ loans. This provision has led the State 
to announce waiver of interest and principal and to resort to rescheduling of 
repayment plans. This hits the functioning of co-operatives badly as evidenced by 
several studies and totally undermines the autonomy of the co-operatives; 


2. Issuing orders in the public interest is another provision that is often invoked for 
political purposes. Such intervention could be avoided; 


3. Conduct of elections to the Board of Management of the co-operative, the structure 
and nature of the Board (including reservations) are a matter of the co-operative’s 
internal affairs. The State may restrict itself to monitoring these activities, rather than 
operationalising them; . 


4. Audit of co-operatives need not necessarily be the function of the State. It could be 
extended to professional bodies, so that the function of audit, which has to be done on 
time, does not lose its utility and relevance; f is | 


5. Common cadres of employees, appointment of staff and aspects of accountability 

should be an internal matter of the co-operative. Employees have to be accountable to 

members alone. Deputation of government employees to co-operatives, even under 
the garb of professionalisation, should be avoided. , 


The above aspects of intervention of the State are’ deep rooted in the co-operatives. 
Historically, it has been the State which has been interested in promoting co-operatives, 
rather than people getting together voluntarily to form their own associations. Naturally, 
the State has always viewed the co-operative at its own body and has been using the 
co-operatives to suit its own ends. Co-operatives in India, to that extent, do not have a 
history of their own. When the co-operative movement started in Britain, it was closely 
linked with the labour force. The labour force wanted to ‘liberate’ itself from. the 
merchant class, and wanted to buy merchandise on a pooled basis. They wanted to 
underplay the role of capital. These people forced the British government to recognise 


their business as unique and give their form of enterprise legal status. It was the 
association first, which was later followed by law. 


The movement in India has never been a movement in its true sense. Hough observed 
that co- operation in India was more of a policy created by resolutions, rather than a 


movement in itself. Co-operatives continue to suffer from the burden of history as 
products of the State. 


The State, for its part, has been talking about autonomising co-operatives. There have 


been several committees that have gone ‘into the aspects of intervention and policy 
aspects with no significant effect. 
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The aspect which the State has been focusing of late is on co-operative law - The 
Ardhanareeswaran Committee report (GOI, 1987) and the Brahm Prakash Committee 
report (GOH, 1991) have both sent positive signals to co-operatives. Recently, there has 
also been talk of amending the Companies Act to enable the formation of Co-operative 
Companies. The policy at the centre seems to be changing to enable the co-operatives to 
have a better and autonomous future. How these will be translated at the local level is a 
matter of the policy of the respective state governments. One would have to wait for 
more positive signals from the States. on this front. 


CO-OPERATIVES AS INSTITUTIONS USHERING SOCIAL EQUITY 


Co-operatives. are peculiar institutions, with a queer sense of equity. Equity in 
co-operatives - by definition - is. restricted to each member having an equal say in the 
management of the institution irrespective of his state either in the form of capital or in 
the form of business transacted. How the co-operatives, in their ideal form, can include 
the most deprived in their fold is not an easy question to answer. | 


The basis: of co-operation is the basis of having a felt need to buy or a common service 
to sell. The ideology of co-operation believes in the economy of pooling and in the 
mathematics that two-plus-two is greater than four. 


It is, therefore, not fair for instance, to expect co-operatives. engaged in providing credit 
for agricultural activities to provide loans for landless labourers. It is, however, fair to 
expect such co-operatives to provide loans to tenants and Share croppers, irrespective of 
the ownership of the land. 


Co-operatives, by their ideology, reward enterprising members much more and faster. 
For instance, a dairy farmer who has many cattle would benefit more from a 
co-operative rather than one who has few cattle. Even the welfare activities that may be 
undertaken in the form of free veterinary services, or any form of subsidy would benefit 
the bigger member more. However, co-operatives are desirable in the sense that the 
facilities. extended to the bigger members. are generally not at the cost of the smaller 
members. 


The contribution of the co-operatives towards reaching the most deprived could take 
different forms. The existing co-operatives could diversify into such activities as may 
interest the deprived classes also. The alternative would be to form specialised 
co-operatives that bring common interest groups together. 


The first alternative is advantageous in the sense that it already has some institutiona] 
infrastructure to fall back upon. The problem in taking up such an alternative would be 
that the existing members’ interests may clash with those of the new members. 
Allocation of resources in such cases becomes a major question. The question of 
existing members subsidising new members can be solved only if the activities taken up 
for diversification also interest the existing members. 
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For instance, in a co-operative which takes up the activity of seed processing, 
involvement of the deprived classes in a subsidiary activity of bagging ney not pose a 
great threat to the existing membership profile. In the case of Maha sugar 
co-operatives, it was found that the technical necessity of “capacity utilisation of the 
sugar mill was such that it was absolutely necessary for the big farmers to involve the 
smaller farmers in the co-operative, forming a "mutual dependency" loop (Attwood and 
Baviskar 1987). If such a loop cannot be formed, this alternative would be a difficult 


proposition. 


The second alternative of forming new co-operatives for specialised purposes to address 
the problems of the most deprived is a reasonable one. Labour co-operatives have been 
formed in India, with such specific purposes. Tree Growers’ Co-operatives are being 
formed in several states, which involve the small and deprived classes as members, 
growing trees on wastelands. The problem in taking such an approach is just a question 
of the initial investment to be made. If this aspect is not addressed in the initial stages 
itself, these co-operatives would end up as their existing counterparts - either in a huge 
dependence trap or as defunct relics. 


An agency like HIVOS, in association with other voluntary agencies, could 
constructively contribute in this direction. However, care would have to be taken in such 
ventures, to see that the co-operatives achieve a feasible economy of operation and do 
not fall into another dependence trap with the voluntary agencies. 


This could be done by paying careful attention to the bye-laws and internal control 
mechanisms to be adopted. Attempts will have to be made right from the initial stages to 


see that member stakes in the co-operatives constantly increase so that a collapse does 
not occur. 


It is to be stated categorically that co-operatives are suitable institutions for ushering in 
the development of small common-interest groups. Co-operatives with their present 
ideology cannot be seen as feasible instruments of achieving overall social equity. 
Co-operative ideology envisages them to be business enterprises with perpetuity rather 
than as development institutions. The present thinking of certain interest groups in the 
co-operative sector seems to be moving away from the aspect of equity that existed, 
towards effectively managed "business enterprises". There have been proposals to set up 
another form of institution called "co-operative companies", where it is envisaged that 
co-operatives would register under the Companies Act and would, therefore, have to 
face less State intervention. There have been some scholars who have argued that a say 
in the management of the co-operative will not be on the basis of "one person, one vote" 
even at the primary level. It is planned that it would be on the basis of member 
transaction with the co-operative instead, thereby indicating that the largest stake- 


holders in terms of transactions would have a greater say. The concept is already in 
vogue in federal co-operatives. There are federal co-o | 


: peratives which do not practice the 
concept of ' : 


' oes = . ° ; ° 

| _ One primary co-operative-one vote". The primaries have voting power either 
in ret ° ° e 4 ° . 

proportion to their membership or in proportion of their transactions with the federal 


eae This practice is approved by the principles laid out by the ICA congress (ICA, 
1988). Now this concept may be extended to primaries as well. 
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A development agency venturing into the co-operative sector, will have to bear all this in 
mind, before drawing up plans for promoting co-operatives for "development" purposes 
and the purposes of achieving social equity. 


TRAINING AND CO-OPERATIVES 


One of the most important areas of co-operation that has to be given a serious thought is 
that of training. This aspect is also acknowledged by the co-operative principle of 
"education". The principle of education encompasses four components of "awareness" to 
be imparted to different classes of people working in the co-operative sector. 


The principle envisages educating the members of a co-operative on the principles and 
ideology of co-operation on the rights and obligations, so that they are aware of the 
nature of the organisation they are involved with. This possibly was a repercussion 
connections between co-operatives and unions in England, where, the need for making 
people aware of their rights was acutely felt. 


The second group to be educated are the members on the Board of Management of the 
co-operative. The principle envisages educating them on the process of management of 
the co-operative, including co-operative law, personnel management, accounting and 
analysis of financial statements. 


The third group to be trained are the employees of the co-operative, so that they 
understand the nature of the organisation they are working for. 


The fourth group of people to be trained are external people, who come in contact with 
the co-operative, so that they develop a healthy attitude towards co-operation. 


As can be seen from the appendix, the various Acts envisage the contribution of a small 
percentage of the profits towards co-operative education. 


In India, a whole set of institutions under the umbrella of the government promoted 
“National Co-operative Union of India" and are expected to take up the activities of 
training and education. The structure is a three-tier Structure, with District or Taluka 
Co-operative Unions at the bottom, federating at the State level into the State 
Co-operative Unions which in turn federate at the National level with the National 
Co-operative Union of India. These institutions are managed with the funds contributed 
by the primaries and some funds from the State. 


The co-operative unions are expected to cater to all the segments of co-operative 
training. They have their own Co-operative Training Colleges and Institutes. At the 
national level, they have the Vaikunth Mehta National Institute of Co-operative 
Management, which undertakes longer duration training programmes, research and 


consultancy work. 


However, the fact that such infrastructure for training exists does not solve the problems 
of co-operative education and training programmes in India. It is hardly so. The training 
given by this structure has been more oriented towards employees of the States’ 
co-operative departments, in the area of co-operative legislation and training the 
employees of co-operatives on the aspects of administration, accounting and 
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management. The unions hardly go to the members to ‘educate’ them. Apart fom a 
co-operative union, there are institutions like the National Co- operative Dome. 
Corporation, working in this area. The Mobile Guides programme promoted by o- 
institution was aimed specifically at member education programmes. The rage of this 
programme is yet to be evaluated. | 


The National Dairy Development Board - another creation of the government has also 
taken up the initiative of running "co-operative development" programme to train and 
educate members and office bearers of co-operatives that come under its fold. 


However, all these programmes may not be adequate io cater to the needs of the 
co-operative sector. An increased input into management training would definitely 
improve the performance of co-operative sector in India. Care should be taken to see that 
a sizeable number remain in the sector after training. 


HIVOS could step in, in the area of training the members of the primary co-operatives 
through associate voluntary agencies. The primaries are the ones which need training the 
most. A strong structure at the primary level can only translate into effective apex 
bodies. The primaries are the ones which have to give expression to democratic rights 
and professionalise. Attacking the sector at this level could make a difference, while 
simultaneous workshops could influence policy makers regarding better training 
facilities in the co-operative sector. AT 


While it is believed that training could result in a higher degree of professionalisation, it 
may not have a direct impact on the process of democratization. The process of 
democracy is a tricky subject of an intelligent government (as evidenced by David 
Korten’s article - People Vs. Government). The fall out of training and education in this 
field could at best lead to indirect results and not in concrete action. The public outcry 
and awareness exhibited in the co-operative sector in parts of Andhra Pradesh in 1984 
might owe credit to the education program carried out by SAMAKHYA in the previous 


decade, at the primary - member level. But the role of training and education is hard to 
evaluate. ae 


One area where HIVOS could definitely make an impact would be in the development 
of training material that would be useful and also relevant in the Indian context. There is 
a great dearth of constructive literature in the co-operative sector. 


HIVOS, as a financing agency, could support any of the trends indicated above. This 


would be an area to be given top priority supporting co-operative development 
programmes. 


TRENDS TO BE SUPPORTED 


HIVOS could support projects to promote co-operatives at various levels. [t could 
Support new Co-operatives in non-traditional sectors as discussed earlier, or support the 
creation Of institutions that would help existing co-operatives work better. | 


Co-o ives: h: ; | | 

“ate have never been on the main agenda of many voluntary agencies. A 
eneral trend is sey ! | ; 

g al trend is observed:in the development sector is ‘that co-operatives have been just 
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another path to be tried out in the developmental process. There are very few agencies 
with the major agenda of working with co-operatives per se. 


1. Promotion of Co-operatives at the Primary level 


Co-operatives are not the magic solution for all developmental problems. As stated 
earlier, co-operatives survive on the concept of perpetuity and will have to have an 
economic basis. Support will have to be given to activities with such a sound 
economic basis and having a common interest group. 


There is an argument that co-operatives could be registered under different legislation 
- for instance, as a public society to be run on co-operative lines. Thinking on these 
lines has been going on with the specific objective of keeping co-operatives out of the 
reach of mainstream politics. It is also because of the bitter experiences co-operatives 
have had with various State Governments. This manifests itself when the elections for 
the co- operatives are due. Tamil Nadu is a classic case where the whole co-operative 
sector is manned by the Department of Co-operation and this attitude is very Clearly 
indicated in the Co-operative Act. HIVOS will have to consider these aspects 
seriously while taking up projects in the co-operative sector. 


Another strategy that is often thought of is to try and register the co-operatives under 
the more liberal Multistate Co-operatives Act, by extending the area of operation of 
the co- operatives beyond the boundaries of one State. This strategy, however, may 
not be feasible if HIVOS wants to address small common-interest groups at the 
village level. | | 


If HIVOS plans to enter the co-operative sector in a big way, it may have to lobby 
simultaneously for a better environment and better legislation. This could be done by 
forming a core lobby group consisting of government servants, politicians, and 
scholars who are genuinely interested in the development of co-operatives. 


If HIVOS plans to work outside the framework of co-operative legislation, it may 
have to decide on the legislation that would best suit an organisation working 
autonomously following the co-operative ideology. 


HIVOS could involve itself directly with existing Co-operatives for taking up 
activities that fall under the overall ideology HIVOS represents. There is no provision 
in the Co-operative Acts that prohibits co-operative institutions from receiving aid 
from foreign funding agencies. However, it will have to be determined whether such 
a provision exists under any other law. 


2. Creating Institutional Infrastructure to Support Co-operatives 


Another alternative strategy of working with the co-operatives may be by creating 
other infrastructural facilities to support the co-operative movement. Institutions may 
be promoted and registered as either trusts or Societies, with the Objective of 
supporting the co-operative movement from outside. Registering such institutions 
outside the co-operative legislation may insulate them from any takeover bid by the 
government. Such institutions would basically work towards restoration of the 
co-operative nature of these institutions. 
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In case such infrastructure is to be created, the areas in which these institutions Hii 
to work will have to be clearly identified. Training, counselling, research and 
lobbying are the activities that fit the bill perfectly. HIVOS could actively support 
both the trends discussed above simultaneously. 


3. Promoting Co-operative Entrepreneurs 


‘Another route which could be taken up on an experimental basis would be to support 

actively a group of young, interested professionals to promote co-operatives of 
deprived common- interest groups and make the co-operative an employet. Such 
people would basically be employees of the co-operative they promote, and would be 
expected to have a very high degree of member responsiveness. These people could 
work exclusively in the area of co-operatives rather than addressing larger 
developmental problems. Such an attempt would be unique in the co-operative and 
the voluntary sector. | | 


All the activities listed above could be taken up with existing institutions rather than 
promoting a new set of institutions. The ideal institution to be associated with for 
such ideas, would have been the State Co-operative Union. Unfortunately, these 
unions have so deeply imbibed the government culture, it would be very difficult to 
extricate them from the hands of the State, and make them unlearn all that they have 
learnt about co- operatives. 


THE QUESTION OF LOBBYING 


Lobbying in the co-operative sector has to be taken up in two specific areas. One - there 
has to be some lobbying with the State governments to pass legislation which at least 
acknowledges the spirit of the principles of co-operation. Two - lobbying has to be in the 
area of policy making so that the co-operatives get their legitimate due. With these two 


aspects being favourable, co-operatives could be much more successful than they are at 
present. 


A classic case of enjoying a good lobby was seen recently. The sugar co-operatives of 
Maharashtra have a very strong lobby with the Centre. This lobby was able to influence 
the government to skip the sugar industry in its recent announcements of delicensing. 


A similar attempt made by the dairy co-operatives of Gujarat succeeded only partially 
possibly because they lacked the necessary political clout. 


HIVOS could closely work with institutions which have the clout and potential for 
lobbying activities. Any supportive infrastructure created or promoted by HIVOS could 
be used to carry on this activity. Alternatively, HIVOS could plan and organise 
workshops and invite people in a position to influence policy. The various issues to be 
addressed will have to be planned carefully. A core group of important people, which 


may be identified by HIVOS, could pursue issues of interest to the movement with the 
government. , | 
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THE QUESTION OF POLITICAL INTERFERENCE 


The question of political interference is closely: linked with lobbying. Aligning the 
co-operatives with politics is both desirable and undesirable. For instance, the sugar 
co-operatives of Maharashtra. represent. the ideal type of political involvement for 
co-operatives. The politicians there use the Sugar co-operatives for their political ends. 
But they are forced to give everything they can to the co-operatives to maintain their 
credibility, as the co-operative, for them, represents a powerful vote bank. 


Milk co-operatives of Gujarat may be termed as a baby of technocrats rather than 
politicians. Gujarat cO-Operatives represent the other end of the scale, where they are not 
being used extensively to serve political ends. They represent the "mind-your-business" 
class of co- operatives. 


In most other cases, co-operatives are just instruments in the hands of politicians, being a 
creation of the State. 


Given this scenario, one would like to ask whether it is possible or necessary to isolate 
politics from the business of co-operatives. Talking of lobbying, we have gone too close 
to politics and cannot escape its influence. How the political interest in the co-operatives 
can be channelized towards a favourable result is an area worth investigating. 


One effective way of keeping politics away from co-operatives is by building strong 
federal structures to be manned by well-trained professionals. Such federal structures 
need to have very strong linkages with the primaries. These structures then, would act as 
effective insulators between the primaries and the State. Since the primaries, to a certain 
extent, would be answerable to the federal structure and vice versa, the federal structure 
being professionally managed, it could be difficult to hijack the co-operative for political 
ends. 


However, not all types of co-operatives need federal structures. Sugar co-operatives are 
big in themselves and the federal institution in this structure would serve little purpose. 


Another effective way of checking this aspect could be that of increasing the stakes of 
the members and creating the mutual dependency loop, while concurrently the activity 
of educating members could be carried out. This is desirable since it achieves the twin 
objective of building up internal resources and also educating the members. The result of 
such a strategy would be an educated membership which cannot be ‘used’ for political 
ends. 


The two trends discussed above may be supported by HIVOS if the associates of HIVOS 
agree to such a strategy. One aspect that has to be ensured before any support can be 
given to developmental agencies is that co-operation is on the main agenda of these 
agencies. Co-operation cannot be just another path to be explored. One reason for the 
failure of the co-operative movement may be that nobody has taken CO-Operatives 
seriously. 


~<<——«- -——— Se SSS Se SLESS SSE SSS SSCS SS Deen ebeuewnne mene 
— -—<—ee eerOOOr oe “——<se eo 
nett te ee ee ee ee ee 


Gujarat. 
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APPENDIX 
SUMMARY OF CO-OPERATIVE SOCIETIES ACTS OF SELECTED STATES 


I. MULTI-STATE CO-OPERATIVE SOCIET IES ACF 


The Multi-state Co-operative Societies Act was. passed by the Central Government to: 
administer those co-operatives whose area of operation extend beyond the boundanes 
of one State. The Central Registrar is the Administrative authority to look after the 
implementation of the provisions of this Act. 


1. Membership 


Membership in the co-operatives falling under the Multi-state Co-operatives Act are 
open to: 


a. Individuals 
b. Co-operatives 


The State, including corporations and companies 
National Co-operative Devlopment Corporation and 
Any other body having the nature of the above. 


c 2 9 


Companies, unless promoted by the State have been explicitly prohibited from taking 
up membership in a co-operative, under this Act. 


2. Control and Management of the Co-operative 


The ultimate control of the co-operative vests with the General Body. All the 
members have only one vote. There is no reservation on the board of management to 
any class of members. The members on the Board cannot hold office continuously 
beyond two terms. A term would be of the duration of three years. The board 


members are prohibited from holding office in more than two multi-state 
co-operatives. 


The co-operative may be liquidated if more than 3/4 of the members agree to such a 
proposition. 


The board of management is required to meet at least once in every quarter, and 
review the accounts and working of the co-operative. 


The Annual General Meeting is to be called within 6 months after the co-operative 
year ends. Se 


-3. Disbursement of Returns 


The dividend that can be paid on the share capital of the members is restricted to 12% 
of the face value of the shares held by each member. 


CO nf ee ; : ‘ 
2970 of the surpluses are to be invested in the Reserve Fund of the co-operative. In 
addition, each co-operative is expected to contribute 1% of its surpluses to. the 


National Co-operative Union of India towards education fund. An amount up to 5% 
could be earmarked for common welfare activities. | 
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II. 


There is no provision in the act to disburse money in accordance to the patronage of 
the members. 


. Powers of the State 


The State has the power to nominate 1/3 or 3 members (whichever is less) on the 
board of management of the co-operative. If the bye-laws so provide, the State could 
nominate more members on the Board. 


If the co-operative has the interest of the State in the form of investments, then the 
appointment of the Chief Executive will have to be approved by the government, 


The State has the power to Supersede the board of management for a maximum period 
of five years, under certain Gircumstances. 


The State has the power to give directions to the co-operative to carry out certain 
activities in public interest. 


The State has the power to direct to invest in the share capital of the co-operative, 
give loans, guarantee debentures issued by the co-operative, provide financial 


assistance and guarantee repayments of principal and interest. 


GUJARAT CO-OPERATIVE SOCIETIES ACT 


. Membership 


The membership to the Co-operatives is open and voluntary, and is available to : 


a. Individuals 

Firms 

Co-operative Societies 
The State Government 
Local authorities, and 
Trusts 


mono F 


There is a provision in the act which provides for enrolling nominal members who do 
not have the power to vote. The number of nominal members however, should not 
exceed 10% of the total membership. 


No member can have a share capital contribution of more than 20% to his credit, 
except the State Government. 


. Control and Management of the Co-operative 


The ultimate control of the co-operative vests with the General Body. All members 
have only one vote. In case of a tie, the Chairman has an additional vote. 


4] 


Three posts on the board of management of the co-operative are reserved for Be L 
and Small and Marginal Farmers. 


The President/Chairman and the Vice Chairman cannot hold office beyond two 
consequent terms. A term would be of the duration of three years. 


The board members are prohibited from holding office in more than one primary and 
one federal co-operative. 


The annual meeting of the co-operative is to be held within three months from the 
date on which the co-operative year ends. An additional time of three months may be 


given if the case so deserves. 


A co-operative may be liquidated if more than 3/4 of the members agree to such a 
proposition. 


_ Disbursement of Returns 


The dividend that can be paid is restricted to 12% of the face value of the shares held 
by the members. | 


Twenty five percent of the surpluses are to be transferred to the Reserve Fund. 


One percent of the surpluses are to be earmarked towards contribution to the State 
Co-operative Union in the form of Education Fund. 


The Act provided for the co-operatives to disburse the profits in the ratio of 
transactions conducted by the members with the co-operatives. 


. Powers of the State 


The State has the power to nominate the first board of management of the 
co-operative. : 


The State has the power to nominate its representatives on the board if its stakes are 
involved or in public interest. , 


The State has the power to nominate a custodian to the co-operative for a maximum 
period of 2 years if no elections are held. 


The State has the power to supersede the board of management under certain 
circumstances. 


The appointment of the Chief Executive is to be approved by the State in case of 
certain notified co-operatives. 
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The State has the power to direct amendment in the bylaws of the co-operatives, and 
compulsorily amalgamate two co-operatives if it feels fit. 


The State has the power to invest in the share capital of the co-operative, which 
cannot be required back to the State, unless approved. 


The State has the power to give loans, guarantee debentures issued by the 
co-operative, to provide financial assistance and guarantee repayments of principal 
and interest of the co-operatives. 


Ill. KARNATAKA CO-OPERATIVE SOCIETIES ACT 


1 Membership 


The membership to the co-operatives is open and voluntary and is available to: 


a. Individuals 

Co-operative societies 

State Agro Industries Corporation 

All India Scheduled Castes Development Society 
The government 

Lite Insurance Corporation 

A Public Society and 

State Warehousing Corporation 


sia me ag gs 


No member can have a share capital contribution of more than 20% of the total or Rs. 
10,000 whichever is lesser, to his/her credit except the State Government. 


2. Control and Management of the Co-operative 


The ultimate control of the co-operative vests with the General Body. The Act 
provides for the formation of a representative general body in case the co-operative 
has a large membership. All members, including the nominees of the state have one 
vote each. Associate members do not have the power to vote. 


The Board of Management should consist of not less than nine representatives. Two 
of the posts on the Board are reserved for Scheduled Caste/Tribes and women. If no 
such members exist in the co-operative, such societies may be exempted from this 
rule. 


The term of the Board of Management is for a duration of three years, and the entire 
committee should be elected simultaneously. There is no provision for elections to be 
held annually on a rotation basis. 


No member can hold office in more than two co-operatives as President, Vice 
President or Chairman and Vice Chairman. 


. ae : inimum 
The members on the board of management are expected to carry out the minim : 

3 : ‘ one eS 1 year Si O 
transactions as stipulated, and repay their dues in time failing which they cease 
hold office. 


The Act does not provide for individuals to be members of the apex societies. 


No person is eligible to be on the Board of a co-operatives beyond a period of six 
years continuously or intermittently, unless the gap in between is not less than three 
years. 


The annual general meeting is to be held within three months after the end of the 
co-operative year, and the accounts of the co-operative are to be presented in the 
meeting. Failure to adhere to this provision leads to a three year disqualification to the 
members to be on the Board of Directors. 


The co-operative may be liquidated if more than 3/4 of the members agree to such a 
proposition. 


. Disbursement of Returns 


The dividend that can be paid is restricted to 9% of the share value. Up to 12% may 
be disbursed with the special permission of the State. 


The Act provides for the repayment of transaction bonus for the members. 
A maximum of 10% of the profits may be spent on welfare activities. 
Twenty five percent of the profits is to be transferred to the Reserve Fund. 


Dividend can be paid only after paying in the co-operative education fund to the State 
co-operative union. The amount to be transferred to the education fund is to be 


decided on the basis of dividend declared. The education fund to be paid in ranges 
between 1/4 to 1/2 %. 


. Powers of the State 


The State has the power to nominate 1/3 or three members - whichever is less on the 


Board of Management of the co-operative, if its investments are there in the 
co-operative. | 


The State has the power to supersede the board of management of the co-operative for 
a maximum period of one year. 


The Reserve Bank is empowered to direct the Registrar to supersede a co-operative 
bank tor a maximum period of five years. 


The State Government has the power to nominate a special officer to manage the 
co-operatives for a period of two years which may be extended by one more year. 


If the State has an investment of greater than Rs. 2 lakhs, it has the power to exercise 
any acts to safeguard its investments. 
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The State has the power to direct amendment in the bylaws of the cO-operatives and 
compulsorily amalgamate two co-operatives if it feels fit to do so. 


The State has power to invest up to 50% of the share capital of the co-operatives. 


The State has the power to form a common cadre of employees and all such 
employees are to be considered as public servants. 


The State has power to direct the co-operatives to take up activities in public interest. 


The State has the power to give loans, guarantee debentures issued by the 


Co-Operative, to provide financial assistance and guarantee repayments of principal 
and interest of the co-operatives. 


IV. ANDHRA PRADESH CO-OPERATIVE SOCIETIES ACT 
1. Membership 


The membership to the Co-operatives is open and voluntary and is available to: 


a. Individuals 

b. Co-operative Societies 

Cc. Government 

d. Statutory body specifically constituted for the promotion of the class of 
CO-operatives 

e. Firm, Company, Local Bodies or Public Societies can continue as members 


if they were enroled before the commencement of the Act 


The Act provides for the enrolment of nominal members who would have no voting 
power and no share in the profits of the co-operative. 


No member can contribute more than 10% of the total share capital. 
2. Control and Management of the Co-operative 


The ultimate control of the co-operative vests with the General Body. All members 
have only one vote, with the Chairman having an additional vote in case of a tie. 


The term of the board of management of the co-operative is for a duration of Three 
years. The responsibility to conduct the election to the co-operative is that of the 
Registrar. There is a provision for the forming of territorial or electoral] 
constituencies. The Act provides for the direct election of the President. There is also 
provision for the formation of the Representative General Body in case the 
membership is large. 


The members of the committee are prohibited from holding offices in more than two 
apex or central societies. They are also prohibited from holding public offices. 


The committee ceases to hold office if the co-operative suffers loss as a result of 
misuse or misapplication of the share capital. 
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General Body in time. 
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A board member will be disqualified if he abstains from three consecutive mee g 


operati s, and an 
No person Is eligible to be on the board of a co-operative beyond two terms, and < 
intervening supersession cannot be considered as a break. 


The Act provides for reservation of not more than one half of the committee in the 
proportion of 2:1:2 between Bind CC. 


The committee ceases to hold office if it fails to call for the General Body meeting 
within 6 months of the end of the accounting period. 


A co-operative may be liquidated ‘f more than 2/3 of the members agree to such a 
proposition. 


. Disbursement of Returns 


The profits of the co-operative are to be disbursed in such a way that 25% of the 
profits are transferred to Reserve Fund, 3% or a maximum of Rs. 2500. to be 
transferred to the Co-operative Education Fund. The Act also requires the 
co-operatives to make provisions for Bad Debts reserves. Payment of dividend of 
greater than 15% of profits is necessary and a similar amount needs to be paid as 
patronage rebate. 


. Powers of the State 


The State has the power to compulsorily amend the bye laws of the co-operatives, and 
amalgamate two co-operatives if it feels fit to do so. 


The State has the power to supersede the committee for a period of two years, and 
extend it up to another three years in intervals of six months each. 


The State has the power to set up a common cadre for certain categories of 
co-operatives, but not for primaries. The State also enjoys the power to earmark 
reservations for the posts created under this cadre. 


The State has the power to give loans, guarantee debentures issued by the 
co-operatives, to provide financial assistance and guarantee repayments of principal 


and interest of the co-operatives. 


. Other Features 


The Act provides for the co-operatives to enter into a partnership amongst 
themselves. | 


The Act also provides for some time limits within which the audit of the co-operative 


is to be completed. This provision is unique to the Andhra Pradesh Co-operative 
Societies Act. ; 


46 


V. TAMIL NADU CO-OPERATIVE SOCIETIES ACT 


1. Membership 


The membership to the co-operative societies is open and voluntary and is available 
to: 


a. Individuals 

b Registered Societies 
Cs Governments, and 

d Approved Bodies 


There is a provision in the Act to admit associate members without any voting power. 


2. Control! and Management of the Co-operative 


The ultimate control of the co-operative vests with the General Body. All members 
have only one vote, with the Chairman having an additional vote in case of a tie. 


Four posts on the Board are reserved for Scheduled Castes, Tribes, people from 
Economically Weaker Sections and Women. In case such reservations have not 
already been made, the co-operative is expected to expand the size of the board to 
include such members. 


The committee is expected to meet at least once a month. A member may be 
disqualified if he abstains form four meetings continuously. 


The members of the Committee have no place on the board after two consecutive 
terms or six years. Having served on the committee for more than a year will be taken 
as a term. 


The General Body may request the State to appoint an administrator to carry out the 
functions of a board in lieu of a board of management. 


The members on the board are prohibited from holding offices in more than three 
registered co-operatives and one apex and central society each. 


The General Body meeting of the co-operative is to be held at least once a year. 


3. Disbursement of Returns 


. 


The dividend that can be paid to the members is restricted to 14% of the face value of 
the shares held by them. 


The Act provides for disbursement of bonus based on the transactions carried out by 
the members. 
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as education fund and 3% as research fund to the Tamil Nadu Co-operative Unlon 


_ Powers of the State 


The State has the power to supersede and appoint a special officer to the co-operative 
for a period of two years if the employees fail to comply with the orders of the 
Registrar, or if the overdues of the co-operative are greater than 60% for two 


consecutive years. 


The State has the power to nominate any or all the members on the board for a period 
of three years. 

The State has the power to appoint a special officer if the term of office of the existing 
board expired and the new board fails to take charge or if the board resigns or If there 


is no quorum on the committee as a result of a few members resigning. 


The State has the power to nominate the board of directors for five years if the capital 
contribution of the State exceeds 2/3 of the total share capital. 


The State has the power to appoint the Chief Executive in every apex co-operative 
and in every notified co-operative. 


The State has the power to compulsorily amend the bye laws of the co-operative and 
direct amalgamation of two co-operatives if it feels fit. 


The State has the power to invest in the share capital of the co-operatives, to direct co- 
operatives to take up membership in the State Co-operative Union and_ pay 
subscription. 


The State has the power to give directions to the co-operative in public interest. 


The State has the power to approve the budget of a co-operative, if it is not approved 
by the General Body of that particular co-operative. 


The State has the power to set up a common cadre of employees. 


The State has the power to give loans, guarantee debentures issued by the 
co-operatives, to provide financial assistance and to guarantee repayments of principal 
and interest of the co-operatives. 


. Other Features 


The Act provides for a time limit of six months within which the audit of the co- 
Operatives should be completed. | 
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7. PROSPECTS FOR A BETTER DEAL THROUGH ‘CO-OPERATIVISATION? 


Lalitha K rishnaswamy 
1. THE INVISIBLE WORK FORCE 


In India the past hundred years have seen a major shift from an economy based on 
Subsistence agriculture to one in which industrialisation has opened the way to wage 
employment. It has also opened up the possibility of mass exploitation of the workers 


and has sometimes led to extremely poor working conditions for both men and women 
workers. 


Industrialisation has, however, also seen the evolution of trade ‘unions to protect the 
interests of the workers and a certain pattern of employer-employee relations has 
evolved comprising a system of industrial relations with due procedures for negotiated 
settlements and conflict resolution. The focus of this system has always been the 
organised sector of the Indian economy and, as far as working women are concerned, its 
machinery caters only to the 6 % of them found in the modern industrial sector. 
‘However, the majority of working women in India have remained unorganised, 
unprotected and marginalised, and their contribution to the economy Is entirely invisible. 
Hence, the problems of the vast majority of the female work- force continue to be 
neglected by the industrial relations’ institutions leaving them open to every sort of 
exploitation at the hands of money-lenders, middlemen and traders. 


The present paper focuses on our experience to reach out to this neglected group of 
workers and to address issues of concern to them such as. their meagre incomes, their 
exclusion from the protection provided by labour legislation and the unions, and their 
lack of access to credit and other facilities. The Self-Employed Women’s Association 
(SEWA) is at once a union, a trust and a credit institution whose basic aim is to provide 
better living and working conditions for the poor, illiterate women who comprise its 
membership. 


2. THE SELF-EMPLOYED 


It has been estimated that 89% of women work force engaged in activities that generate 
income are in the unorganised sector of the economy. Their work environment is 
unprotected. However, due to the characteristic of self employment they are largely 
underscored in statistical data, and are among the poorest of workers. They are mainly 
micro entrepreneurs. They shoulder all the risks of their income generating activities. 
Their enterprises are small and they have no bargaining power. They lack updated skills 
and produce goods for low marginal income groups. The supply of credit available to 
them is limited. In an effort to enhance their business or trade they pay a high rate of 
interest to the money lenders / pawnbrokers. Working Capital crisis is a common feature. 
Whatever they have is blocked in (1) finished goods (2) raw material (3) realisation of 
sale proceeds (4) high rate of interest. With limited access to credit, lack of Opportunities 
for training in skills for business enterprise and marketing, they continue to remain an 
invisible entity in the economy. In order to develop the potential of the self employed 
women in the economy, SEWA organised women who are (1) small traders and vendors 
like the vegetable vendors, old clothes vendors (2) home based workers like the artisans, 
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beedi and agarbathi (incense stick) rollers (3) those who render their eee. 
hand cart pullers, head loaders and agricultural workers Into unlons and co-operatives. 


3. TRADE GROUPS AND CO-OPERATIVES 


While the bank remains SEWA’s first major co-operative, the Association’s activities 
have included the formation of a number of other production and service associations 
among its members for which it provides supportive services including credit, 
management and marketing as an institutional substitute for the role previously played 
by money-lenders. Some of these associations are discussed below. 


4. THE SEWA MAHILA BANK 


In the course of its organisation and struggle for existence and in examining its 
experiences, SEWA realised that the major problem facing self-employed women was 
the lack of resources, income and access to credit facilities. This lack was the core of 
many of the problems which forced these women into an exploitative relationship with 
money-lenders and traders, and their respective occupations. This, in turn, enables them 
to organise themselves for higher wages or to start their own production units. The bank 
is SEWA’s first developmental effort: a major co-operative which has become an 
economically viable unit. 


The first co-operative, initially a credit Society, has bloomed into a full-fledged 
co-operative bank with 27,923 depositors having a share capital of Rs.14,60,000.00 and 
working capital of Rs.3,44,170,000.00. SEWA Mahila Bank - the first women’s bank of 
its kind in the country, works for the most under privileged women in our social set-up, 
viz. the poor, illiterate self employed women. Women operate their own savings 
account, obtain loans for domestic, social or vocational uses; buy tools, equipment and 
raw materials through credit facilities; and borrow capital to initiate or enhance their 
trade. They hold shares, elect and get elected as members of the Board of Directors to 
run their own Bank. It has set an example and a model of banking for the poor, by giving 
assurances to women at the grassroots level against exploitation of money lenders 
charging unbelievable rates of interest; traders selling them raw material at cruelly 


profiteering rates; and conventional conservative male members of their own family 
grabbing their hard earned money. 


SEWA Bank began as a collective effort of 4,000 women who contributed Rs.10.00 per 


share, mobilising the initial share capital of Rs.1,00,000.00 from within the community 
of poor working women. This was in 1974. 


Needs emerging out of specific circumstances and alternative solutions at the end of 
Struggles for economic stability are the root of the formation of co-operatives. Women 
have low skills and inadequate training or suffer due to under-utilisation of existing 
skills. Being unorganised, they are subjected to an exploitative market situation. This in 


short was the observation that emerged out of surveys, studies and personal interactions 
with them in a variety of work and struggle situations. | 


The experiences of formation and registration of the co-operatives resulted in evolving 
an alternative production and marketing system where producers directly sell to 
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consumers, eliminating middle agencies. This also made us aware of the fact that not 
only do we need training in the functioning of the co-operatives, the women also need 
exposure to the benefits of organising, collective production and marketing. As the need 
arose tO organise more and more trade groups, it became evident that 
‘CO-operativisation’ was one sure way towards collective Strength. For us 1988 is the 
year of co-operatives. Our experience in organising various craft, trade and skills groups 
into co-operatives gave us a fairly clear perspective about the categories of co-operatives 
and the distinct phases they pass through in order to be self-reliant and economically 
viable. We find our co-operative falling in five categories. They are: 


Craft and Artisans’ Co-operatives. 
Livestock Keepers’ Co-operatives. 

Small Traders and Vendors’ Co-operatives. 
Service Renderers’ Co-operatives. 

Land based Co-operatives. 
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Due to lack of experience in ‘CO-operativisation’ at the initial stage of organising, a 
process of preparation and transition has to be initiated through awareness and training 
in skills, organisation and entrepreneurship. The employer-employee relationship, as 
perceived by the members of the co-operatives vis-a-vis the supporting institution, had 
to be dispelled. Therefore, the development of co-operatives as alternative economic 
organisations goes through three distinct phases:- 


1. Training the women in vocational skills or upgrading existing skills. 

2. Organising production units to earn income from the acquired or existing skills. 
This is the pre co-operative phase. And finally, 

3. Formation and registration of the aforesaid production units. 


Further, our experience showed that the entire process of skill-upgrading to registration, 
to evolving them into economically viable units of self reliant co-operatives of women at 
the grassroots level is attained over a period of a decade. It has to be an exercise in 
patience and faith. The awareness and the experiences gained over the last decade are 
now percolating to the new members and prospective co-operatives. Initially it took us 
three to five years to organise and generate the functioning of a Co-Operative. 


We realized that the skill by itself would not generate income; mere labour input would 
not fetch them two square meals and mere marketing machinery will not get the 
consumers running to them. We observed that ‘co-operativisation’ is an alternative 
Strategy, a Catalyst at the grassroots level for economic and social activity. 


5. SITUATIONS 


Chhipa women, who were traditional block printers were reduced to low paid labourers 
from skilled artisans, due to the obsolescence of their product with the advent of textile 
mills. They were pushed to inevitable exploitation and were forced to look for 
alternative sources of income. 


Women who made quilts out of rags (textile waste) were helped in their Struggle and 
confrontation with the middle-men traders for fair wages. These women found their way 
to self-reliance through upgrade skill trainings and other support services. 
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Similarly, handloom weavers’ co-operatives were formed in rural and ci ni 
Handloom weavers’ co-operative emerged out of-our involvement with paper pickers 
who were erstwhile weavers. They had migrated from villages in search of alternative 
occupation and were reduced to humiliating means of livelihood. ie ee 
co-operative comprises of members of a sub-caste called Dangasyas-traditiona Se ihe 
of woollen blankets. They were forced to work as agricultural labourers because they 
had no means to procure raw materials and had no market for their product. The 
co-operative was formed after five members were trained in weaving skills at the 
National Institute of Design, Ahmedabad. 


It is a fact that women milk cattle, clean cattle sheds, and tend them when they are sick. 
Yet they are not their assets. These women are landless, are marginal farmers; and are in 
a weak bargaining position when it comes to livestock, selling of milk and control of 
‘their own income. An attempt to implement minimum wages through trade union 
strategies in rural agricultural sector was unsuccessful. Income generation with 
"Charkha", too proved futile. The next alternative was. to motivate women to organise 
dairy co-operative at the village level. It took a lot of persuasion and will to get them 
trained in dairy business. 


The cleaning co-operative is formed among Harijan paper pickers who have low status 
as ‘scavengers’ on road sides and work 12 hours a day collecting waste paper which is 
more crucial for the recycling industry. They are worst hit by weather and are afflicted 
-by very low, unsteady income. In their eagerness to have steady income, some of these 
women accepted to do cleaning work for institutions which are on a look out for such 
services. The initial experiment of three months duration was the beginning of the 
cleaning co-operative. The paper-pickers’ co-operative has storage space to avoid 
decadence of their pick and retain bargaining power against distress selling. A 
government directive permits them to collect waste-paper from offices regularly. 
Women, thus have regular work which provides them sustained income. 


SEWA members, who were vendors and small traders had space constraints and were 
harassed by civic as well as police authorities while carrying out their businesses. 
Prolonged negotiations, confrontations and legal procedures resulted in sanction of a 
permanent place of work for them. They also obtained a regular marketing outlet 
through supply channels, to hospitals and government institutions under a Government 
directive for vegetable vendors’ co-operative. Discrimination against women kerosene 
vendors in issuing licences to distribute kerosene led to procedural struggle and resulted 
in formation of a co-operative. The members now hold licence to sell kerosene at a shop. 


Though a woman’s is the lion’s share in laborious work on land in rural areas, tradition 
would not let her own even her own share of the family land. They work as agricultural 
labourers. SEWA has helped them to obtain waste land from local panchayats and 
Government schemes. The goal is access to land, use of appropriate technology to 


develop degraded land and grow fodder, fuel and some food for income generation 
collectively. 


Operating the self-employed women’s co-operative in itself calls for skills and aptitudes. 
Training is the key element; be it trainees in para vets, training in 


ag agriculture, training in 
use Of tools and technology or training in marketing 


and management of co-operatives. 


54 


Though the institutional] Structure of the government is extensive, the content of training 
and its methodology to generate. awareness, motivation and. competence to run its 
co-operatives is very limited. The following is a comprehensive statement of our efforts 
at training Our women in various areas of ‘CO-Operativisation’. 


Area of Training 


No. of 
Trainees 


1. Management: 
Co-operative Management 
Marketing 
Interpersonal Communication skills to members 
Legal aspect in co-operatives 
Orientation towards co-operatives 
Training of managing committee in Co-operative 
management skills 
How to manage a CO-Operative 
Budget preparation for CO-Operatives 


Upgrade skill 


6. APPROPRIATE TECHNOLOGY 


Working with women at grass-root levels, we found ourselves in the process of 
organising illiterate women who were perpetually under economic pressures and were 
afraid of change. In offering relevant science and technology to them we had to be 
cautious to adapt it to their environment and limitations. Before offering them improved 
tools or techniques, we prepared them to accept CHANGE through persuasive meetings 
spaced over a long period, preceding training programmes. They were first given 
awareness, and then skills-inputs to adapt themselves to technology. Once a change in 
attitude arose, a set of experiments and work techniques were progressively assimilated 
for improved quality in products and advanced methods jn appropriate technology. 


It is necessary to link them with existing schemes of the government for co-operative 
development to increase productivity, improve income and make Superior quality. 
products. This will bring them into the mainstream of the economy and the co-operative 
movement. 


To illustrate, improved tools for bamboo Splitting were introduced for cane & bamboo 
CO- Operative to offset strain in the back, chopping of fingers and at the same time save 
on time and labour, thus enhancing production. The weavers’ co-operatives are linked 
with government package schemes through which they receive improved looms. To 
eliminate health hazards at work, the cleaning co-operative women have been ta ught the 
use of hooked paper picking sticks, gloves, long handle mops and vacuum cleaners. 


7. MARKETING 


Marketing as a concept is applicable not only to products, but also to Services, 
organisations and ideas. In order to be economically viable, the co-operatives have to 
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compete with market trends. Marketing of finished products is the major Set. 
the self-employed producer co-operatives. This Is true of the arisans vendors, as “a 4 
agricultural produce and even their own labours. As the women’s co-operatives lack the 
business skills, the infrastructure of a supporting programme of management and 
marketing at the initial stage is essential as a strategy to inculcate self reliance. 


7.1. Marketing outlets 


Our first experience in marketing was selling artisan and rural produce from the 
SEWA Office itself. Later we set up Rural Marketing Centres in Ahmedabad in P80: 
Today there are two full fledged marketing outlets - shops. In addition, one artisan 
co-operative has its own shop alongside other traders of the same produce. We are 
also making efforts to sell agricultural produce through linkages with the Cottage and 
Village Industries, thus eliminating the middle man in an effort to get them fair price 
and higher income. | 


7.2. Exhibitions as an alternative market 


Subsequent to the rural marketing centres, Exhibitions-cum-sale form an alternative 
market system for the co-operatives. SEWA> DASTKARI BAZAAR (SEWA 
Artisans’ Fair) is a regular feature and is the revival of the ‘melas’ (village fairs). 
Artisan co- operatives have participated in more than 75 such exhibitions all over 
India since 1981. They have also organised exhibitions themselves to sell their 
products directly to the consumers. 


The participation in exhibitions and organising exhibitions for the marketing of the 


goods is not only an alternative marketing channel but it also helps in the following 
areas: 


- to secure orders locally and from outside. 

- to link buyers directly to products. 

- to expose them to different markets and different kinds of customers. 

- to infuse ideas for product development, diversification and design. 

- to generate income through product development and to provide regular employment. 
- to know market trends or needs. 


- to help stabilise the price of their product at levels where it is economically feasible. 


The marketing strategy is to get maximum price for the labour of the members of the co- 
Operatives. It also envisages to improve their working conditions through regularity of 
income and fair wages. SEWA has found, that the most steady employment and regular 


income at a reasonable level can be obtained by reaching the market of utility goods for 
the common person and for institutions. 


7.3. Institutional markets 


Attempts are made to ensure regular markets for the co-operatives by linking them to 
institutional buyers like the Central Cottage Industries Corporation (CCIC), Mahila 


Arthik Vikas Nigam, Gujarat Handicraft and Handloom Development Corporation 
and the State Industries Corporation Association (SICA). 


Government is a buyer of goods and services. After seven years of persistent 
negotiations with the State Government authorities, SEWA along with other 
women's organisations, was able to initiate a policy to buy goods and services from 
women’s co-operatives. The cane and bamboo co-operative supplies brooms and 
baskets to government offices. Fruits and vegetables to jails and hospitals are 
Supplied by the vendor co-operatives. The price is reviewed from time to time by a 
committee constituted of Co-operative members and the government. This ensures 
regular work to the co-operative members and fair price for their goods and services. 


The dairy co-operatives have been able to get an assured market because of 
integrating with the Operation Flood Programme of the NDDB in Ahmedabad 
District. This has helped to get a regular and remunerative price for the milk 
produced by the members. 


7.4. MARKETING CELLS: 


A. Marketing Cell has been evolved especially for artisan co-operatives to enhance 
the marketability of their products. Design and Technical assistance in packaging, 
labelling, coding and pricing is provided to the artisans. It is intended to keep them in 
line with the market trends. The cell has a design library, to which the artisans refer, 
to select and use designs, which are their own by tradition, but hitherto rarely 
available to them. In marketing their products through the shop and exhibitions, the 
women themselves felt the need for learning to pack their products. Women learnt 
that packaging makes products presentable. Labelling and pricing complete the 
packing concept and provide identity and credibility to their products. 


SEWA KALAKRUTI is the common label (trade mark) which is used by the co- 
Operatives. 


Market surveys are regularly conducted to understand the marketing avenues, 
customer preferences and the need for product diversification. 


8. FINANCING 


Development of economic potential of women through collective production in. the 
information sector needs special financial assistance at three levels (1) Pre-Production, 
(2) Production, (3) Post Production. 


Despite inherent skills, the self-employed women need finance to pay for their tools and 
equipments to initiate production - they may buy or hire them. Again, the production is 
only possible if they have raw material and other auxiliary material which are essential 
in the production process. Moreover, the finished product, in the process to reach the 
customer also costs. 


At the pre-production stage, it was observed that women depended on the family funds 
(which are sparing and scarce), loans from money lenders, pawn brokers or middlemen 
and traders at a very high rate of interest (as much as 10% a day!). 


Actual producers should have access to raw material. We have been persistently 
negotiating the allocation and allotment of bamboo for the Cane and Bamboo 
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Co-operative from the Forest Department. But to avail of the sanctioned raw material, 
the co-operative had to raise Rs.2,50,000.00. The first instalment towards the payment 
was raised by 20 members who took a loan of Rs.5,000.00 each from the SEWA Bank 
and Rs.25,000.00 from the Revolving Fund. This meant the availability of raw material 
at 1/7 the price (the price of each bamboo in the open market Is Rs.25.00 each). 
Revolving Fund therefore becomes essential as a source of finance from where you ean 
borrow expeditiously, and information to enable them to continue their work, meeting 
all their needs from pre-production to marketing. 


9. PRICING 


The members of the co-operatives often lack certain business skills and therefore are 
unable to price their goods and services. They do not take into consideration their si 
labour inputs and their time spent. Therefore, SEWA helps the co-operatives to price 
their products and services through trainings. 


The pricing policy is made by keeping ‘n view that the artisans must get fair wages, viz. 
5% to 35% of the selling price of the items under consideration. For the service co- 
operatives, a methodology has been evolved whereby labour of the members is 
quantified in terms of earnings which must be comparable to the wages of organised 
sector workers in the same trade. 


10. CONSTRAINTS 


The participation, formation and registration of women’s co-operative was incredible as 
a socio-administrative problem and a question mark amongst decision-makers and 
policy makers. When we set about with our proposals for registration, Our co-operatives 
were not in conformity with the set rules, norms and conventions of registration 
authorities. In their opinion, the formation of the Bank was suicidal, what with 
‘illiterate’ women being on the Board of Directors. The cleaning co-operative, in their 
opinion was not a production unit and had no precedence in Government Schemes; the 
Child-care Co-operative, according to them, was sure to collapse due to the low cost 
services it offered and "what does it produce?" they asked! The Rural Wool Weavers’ 
Co-operative could not be registered because, according to them, an all-women’s 


co-operative was inconceivable. They imposed procedural restraints on our submissions 
to add the word "MAHILA" to the name of co-operatives. 


However, we did pursue with the procedures of registration in the face of delays caused 
by interference of vested interests that lobbied against us with local authorities. Then we 
discovered that our files with them were missing: the bye-laws did not read favourably 
for us and the interpretations were always negative to our pleas! When at last, the 


co-operatives did get registered, a more telling problem had to be contained with - to 
sustain them and keep them working with economic viability. 


CONCLUSION 
Co-operatives have social objectives over and above normal business objectives. These 
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ybjectives give co-operatives an unique character of being sensitive to social 
+ . j ° “ b . : ° : . : 
community and environmental needs. Most co-operatives are small and have a narrow 
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range of products and services, limited financial] resources and a small work force. At the 
same time the members lack business skills. Considerable thought has to be given to 
training in management and marketing facilities. The government schemes for 
technological assistance for women’s co-operatives - be it artisans, dairy, services etc., 
remain unaccessible to them on account of the procedures entailing them. Moreover, 


periodic updating in Subsidy schemes by Government is a must in view of progressive 
rise in prices. 


Training should be imparted in the utilisation of new tools, technologies and processes. 
Linkages with professional and technical institutions for upgrading skills training in 
material preservation, designing and equipment must be established. Linkages with 
banks for loans to enable acquisition of tools and upgrading of tools and technology 
must be simplified. Providing a scheme to create centres for dissemination of 
information on new technology and techniques must be considered. 


The procedures of registration of co-operatives are very cumbersome. Co-operative 
Registration camps like credit camps should be organised at different levels as a 
Safeguard against the apathy on the part of officers handling registration, allocation of 
funds, marketing outlets or implementation of government directives. These are major 
deterrents to the formation of women’s co-operatives. The system must develop the 
attitude of equitable treatment to genders in administrative matters. The administration 
must get rid of the discriminatory attitude against women when it comes to access to the 
formation of co- operatives. Special cells may be created at the state and national level to 
facilitate and promote women’s co-operatives and provide supportive services to save 
them from premature disintegration. This will help in diffusing prejudices rooted in the 
Indian society, about divisive vocational forces. The SEWA experience generates hope 
in this direction. Its co-operatives have membership encompassing not only 
multi-religious sectors but even those segments of society who even today are branded 
‘untouchables’. About two decades after our collective endeavour and Struggle for 
self-reliance for the poorest and the last-and-least cared for citizens of our country, we 
have 62 co-operatives with a total membership of more than 20,000 women. 


Only a strategy which creates and enhances secure employment and income can ensure 
them to strengthen their status as contributors to the economy. SEWA’s mandate as a 
Union has been to generate employment through organising them into co-operatives 
related to their traditional skills, crafts or trades. This improves their immediate working 
conditions and gives them a decisive role in changing their environment. They grow into 
working units which are economically viable. 


The problems facing self employed women are too complex to be resolved by academic 
methods. The task before us was to find a formula which prevents their exploitation. 
Their skills by themselves would not generate income; mere labour input would not 
fetch them two square meals and mere marketing machinery will not get consumers 


running to them. 


RECOMMENDATIONS 


SEWA has been organising poor self employed women workers into unions and 
co-operatives as a joint strategy. 62 women workers co-operatives have been organised 
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to date, including a Co-operative Bank. This forum is very important in organising 
women, in enhancing their productivity and employment, in equitable distribution of 
profits. To strengthen and nurture the co-operatives of the self employed women 
workers, constant support and policy change Is required. From our experiences of two 
decades, we make the following recommendations:- 


1. The co-operative movement should expand to cover areas like farm labour, land 
based activities like fodder and fuel development, agricultural produce processing 
like cereal processing, fruit preservation, agro based industries etc.. 


2. Generally women are left out of co-operatives’ membership. They do not own 
assets like land, handloom or cattle, even though they do a lot of work in 
generating income through these assets. When a particular kind of work is done 
jointly by men and women in a family, then both of them should be made 
members of the co-operative. Women’s co-operatives should be encouraged so 
that they learn to function in this form. Even in mixed co-operatives, they should 
be inducted as office-bearers. 


3. The registration of a co-operative takes anywhere from one to four years due to 
corruption and red tapism. The procedures also are very cumbersome. 
Co-operative registration camps like credit camps, should be organised at the 
district level to facilitate the task of registering co-operatives of women and of the 
poor. In these camps the applicant co-operative should be invited with all the 
relevant papers and the concerned official may also come with all the necessary 
documents. During the camp itself all the formalities could be finalised, so that the 
co-operatives can be registered without delay. 


4. The potential members in the ‘female-prone’ employment sectors like agriculture, 
dairying, fisheries, should be reached specially through special spearhead team of 
trained men and women, to encourage the formation of womens’ co-operatives. In 
this process the government must understand the following aspects very clearly. 


(a) To recognise the need for a pre-co-operative phase of one to three years. 


(b) To provide the required training to women in development issues to build 
up the consciousness of the rural poor women. 


(c) To provide technical training to women producers to maximise outputs. 


(d) To build up all the credit/subsidy linkages to ensure poor women’s access to 
finance for the inputs in their names. 


(e) To provide sufficient time for a strong group of women producers to 
emerge, which can facilitate their self management in co-operatives. 


(f) To develop their capability of dealing with government officials and local 
vested interests. 


It is very ji é j it 
y important to understand the fact that it is a long and paintul process for 
poor women to rise to be partners in the co-operatives 


f eit and become entrepreneurs 
rom the existing status of mere labourers. To brin 


g about this change they 
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10. 


11. 


constantly need a strong and Sympathetic support from the government at every 
level, particularly at the local level. 


NABARD, other banks and financial institutions have to make available adequate 
funds in the form of loans to make these co-operatives viable. At least 10% of the 
lending of the co-operative banks must reach women engaged in home based small 
industries, and for building up assets like land, cattle, home, work-shed, equipment 
and tools in the ownership of women. 


Training in the formation of co-operatives and running of co-operatives which 
include training in organisation skills, management, book keeping and accounts, 
Should be imparted to women who form their own co-operatives. 


The co-operative should be able to assist its members for getting loans to acquire 


assets and raw materials. It should also assist the members in procuring orders and 
developing markets. 


The experience of women’s co-operative banks in helping women to have contro] | 
over their own income is welcome. The Government should plan for a Women’s 
Co-operative Bank in every district in the next decade. The rules and regulations 
for this should be modified to make it possible to reach banking services to 
maximum numbers of poor and rural women. 


To increase the representation of women in co-operatives, the following actions 
are recommended: 


(a) There should be at least 2 women on the Management Committees/Boards 
of Management of all co-operatives and federations. Necessary changes 
should be made in the related laws and bye-laws. 


(b) The Government has. its representatives on co-operative Management 
Committees/Boards. The Government can nominate women members on 
these seats. This will make a beginning for the women to learn to manage 
the affairs of the co-operatives. 


(c) A pre-condition should be laid out in the newly formed co-operatives that 
50% of the membership should be of women and the same proportion in the 
Management Committees also. This rule should be strictly followed in co- 
operatives in female dominated employment sectors like agriculture, dairy, 
fisheries, handloom-handicrafts, sericulture and forestry. 


The Department of Women and Child Development/ Social Welfare in the States 
should be entrusted with powers to register women’s cO-operatives and societies. 


- — SS SS iS a eS is ae ae ee es a ah en a enh tees anes ee 
Le ee Oe me ee ee ee ee ee ee 
Se ee Oe ee et ne ee ee 


Lalitha Krishnaswamy is Vice President of Self Employed Women’s Association 
(SE WA), Ahmedabad. 
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8. PRESENT CRISES IN THE INDIAN CO-OPERATIVE MOVEMENT 


S.N.Singh 


The Co-operative Movement is probably the strongest and the oldest among ah 
developing countries. The essence of co-operation finds mention in can scriptures 0 
India in one form or the other. The present day Co-operative Movement in India, iS 
structured around the Rochdale Principles and the Raiffeisen Model in wake of miseries 
of the peasantry in later part of last century in this country. 


The Co-operatives have made great strides and influenced almost all spheres of 
economic activity in India. However, there seem to have crept, in several distortions on 
account of various influences after Independence. Some of these distortions have been 
highlighted here with a view to cautioning other countries, who believe in the relevance 
and effectiveness of Co-operatives, against such tendencies. 


Though the first Co-operative Society was established at Baroda in 1889 (Anyonya 
Sahayak Sahakari Mandali Limited), the formal Co-operative Movement in India began 
about 85 years ago, providing relief to the farmers from the usury of money-lenders. The 
advent of planning with its moorings in democracy and socialism, and the thrust on 
growth with social justice, have added a new significance and a positive role to 
co-operatives. The democratic character of the movement, combined with its federal 
structure, gives the movement a scope for decentralised planning. Various economic 
activities are implemented by the people themselves. Co-operatives act as a counter 
force to the exploitive tendencies that develop in the economy, and thus protect and 
promote the interest of the weaker sections. 


Today, we have about 3,15,000 Co-operatives with combined working capital of 
approximately Rs.40,000 crores and a total membership of about 15 crores. The 
movement is mainly rural based and is characterised by progressive expansion and 
diversification. In almost all the sectors, state and national level federations have 
emerged and provide guidance, finance, technical, business and managerial support to 
the primary co-operatives. National level statutory development organisations like 
NABARD, NCDC and NDDB have also been set up to promote co-operatives. 


In the early days, because of colonial compulsions, the emergence of the co-operatives 
in India was not a result of people’s vision or people’s aspirations. These had started, but 
as a tool of the government to give some relief and earn goodwill, but at the same time 
under the constant "watch" of the government officials. However, after independence the 
situation changed. Our national leaders were firmly in favour of a strong co-operative 
movement as a people’s movement to transform the rural economy. Co-operation was 


visualised as a way of life for the people-the foundation of an economic and political 
democracy. 


Viewed in totality, today, the Indian Co-operative Movement is not impressive. In spite 
of the many successful co-operatives particularly in the dairy sector, the sugar sector, the 
fertiliser industry etc., which are contributing effectively to the national ecuapely its 
overall image in the public eye is not what it ought to be. It does not conan the 
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respect and support it deserves. One of the major reasons for this situation is that the 
initiative for organising co-operatives came from the government(s), extension agencies 
and departments and not from the people. It thus lost its basic character. People consider 
co-operatives as government agencies rather than their own institutions. These are seen 
more as a Means to get facilities without any commitment or obligations. 


The movement has become a "Sarkari Movement" not a "Sahakar Movement". Vested 
interests, both within the government and the leaders, had plagued it, and the committed 
and honest leaders/workers were either ousted or were driven to frustration. 


Consequent to the recommendations of the All India Rural Credit Survey Committee, 
1954, for greater association of the State with the Movement financially and otherwise 
SO as to vitalise it, government finances started flowing to the co-operatives on a large 
scale. If government money comes, it is followed by government officials and other 
numerous restrictions. Smaller co-operatives are counselled that since they do not have 
enough resources or money or competent technical personnel, they should join and 
organise larger co-operatives with the help of the government. Thus, several apex and 
federal co-operatives have been organised by the government(s). Several national and 
State level federations have been created, which have no roots. We have super-structures 
without infrastructures. Massive federal and apex level co-operatives have been formed 
which have merrily centralised authority and resources, all at the cost of the primaries. 
The rationale for creating a federal body - a co-operative of co-operatives - lies within 
the constituents who must see the need for such an organisation. Just as the success of a 
co-operative lies in the members perceiving its importance, so with a federation of 
co-operatives, these succeed if their members find it is there to meet a need. In several 
cases, the federal bodies have become means of exploitation of their own members. 
Overheads in these federations are too heavy, and these hardly display Sensitivity to the 
aspirations of their members. They have become drags. 


Co-operation is a system. Every constituent unit of the system has to act in close 
collaboration with other units. There has been lack of inter-co-operative relationship 
both vertically and horizontally. In such a situation it becomes very difficult for the 
co-operative sector to project its unified strength in the economy. 


Lack of Sectoral Planning 


There is virtually total absence of institutional as well as sectoral planning in the 
co-operative sector. The federal organisations do not pay much attention to their 
constituent units, with the result various units in the organisational structure function in 
isolation rather than in unison. Lack of institutional and sectoral planning makes 
co-operative organisations oblivious of their future perspective. The federal bodies have 
shown growing tendencies to control and to issue directions to their members, thereby 
hurting the basic foundations of participation and spirit of holding hands together in the 
federal structure. 
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Co-operative Policy Resolution 


The Government of India had adopted the National Co-operative Policy Resolution in 
1977, with a view to developing co-operatives as self regulated institutions by pe 
integrated approach. The said policy resolution has not yet been imple in tc 
There is thus a need for a clear Government Policy in Co-operatives. The absence 0 
such a policy has become one of the major limitations which is creating pee nD the 
working of co- operatives. May be, it is necessary to incorporate the see and ee. 
of co-operative in the Constitution of India; so that a clear path for prosperity © the 
co-operatives could be defined and progressively adopted. 


For the success of co-operatives, three elements are most important. They are; 


- Dedicated Leadership 
- Professionally competent management and 
- Enlightened membership 


Co-operatives like other democratic organisations have to rely, not only for their 
progress in desired direction, but also for their basic survival, on such leaders who can 
ensure sound management and continuity of the organisation. It is necessary that these 
leaders are committed to the ideals and principles of co-operation. Through commitment 
alone, can a leader knit the right culture in the organisation. The culture and spirit of the 
organisation are reflected in the attitude, approach and demeanour of the co-operative 
leaders. Through their actions they create an environment of faith, responsibility and 
trust across all sections of the organisation. They must all be tied to the co-operative 
values of equity, equality and mutual help. 


Unfortunately, the field level situation has considerably deteriorated. Today, even after 
40 years of independence, the conventions laid down by the foreign regime in the 
beginning of the century, are still being followed and on a much larger scale. In fact, 
during the days of the British, the government was extremely careful in identifying 
co-operative leaders and they were properly briefed about their responsibilities. It played 
the role behind the scenes. They never interfered openly in the working of the 
co-operatives because they were concerned about their image and did not get involved in 
the other affairs of the co-operatives. Today, it is not uncommon to see an elected leader 
being overthrown, if he is not to the liking of the party in power. The Registrar of 
Co-operative Societies, who was supposed to be a watch-dog to ensure timely and fair 
elections every year, has become a tool in ensuring that elections are not held for years 
to come. Even those co-operatives which are -financially strong and have taken no 


financial assistance from the government are not free to elect their Chairman and 
Managing Committee. 


Professional Management 


I a Co-operative needs an efficient, competent and professional management 
am © co-operative must have the authority to select and appoint it. The 
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professionals should have the freedom to Operate and should be evaluated on the basis of 
their performance and competence. 


A co-operative is owned by its members. It belongs to them and is meant to serve them. 
It should fulfil the aspirations of its members and the members should know what they 
can expect from their co-operatives. This feeling is lacking among members today. They 
treat Co-operatives more as government organisations than their own organisations. 
Awareness amongst members regarding the objectives and roles of their co-operative is 
poor. There is lack of pre-membership educational programmes. The elected leaders no 
less than their members, have no clarity about their roles. In the absence of need based 


educational programmes with the necessary thrust, the co-operatives are progressively 
losing their "life". 


Ours being a developing economy, where more than 70% of the population is rural and 
the bulk of whom are resource-poor in all aspects of life, the co-operatives have always 
been considered as catalysts for rural development. As members of the co-operatives are 
resOurce- poor, it has been the state policy to extend financial assistance to the 
co-operatives in an effort to stabilize and give the necessary "push". Unfortunately, 
taking advantage of the assistance-arm, the Government(s) consider, as their right, and 
not only right, but most of the times, even as their responsibility, to direct the 
co-operatives. Pandit Jawaharlal Nehru, that great Indian, had taken pains to make the 
important distinction between what js "Government-assisted" and what is 
"Government-directed". The Subsequent Government(s) have very conveniently 
forgotten that assistance does not imply "control" or "direction". 


Addressing a Conference of State Ministers of Co-operation in October 1961, Pandit 
Nehru had said: 


"I hope that I have made you appreciate my own rather strong feelings on the subject of co- 
operation. I think it is a basic thing for our agriculture, for our industry and, still more, for our 
whole attitude to life, national and international. It is not a Government-directed show, although it 
is Government-assisted, of course. There are to be no big bosses of the Government sitting in big 
offices with big chaprasis outside, directing and controlling the whole thing. That would be quite 
objectionable. In co-operation there is mutuality, a feeling of comradeship, fellowship, a feeling 


that any ordinary peasant can walk in, unafraid of the big boss". 


The present day dilemma gets amply reflected in the statement made _ by 
Dr.B.Venkatappiah, while delivering the 4th IFFCO Jawaharlal Nehru Memorial Lecture 


on Co-operation, on 16th November, 1986. 


"The fact then, remains that the words "Co-operation" and "Co-operative" are far too loosely used - 
or abused - to denote what indeed may have been a co-operative in the past or may, hopefully, be a 
co-operative in future, but is today virutally a group of officials or a department of Government 
awailing conversion into a legitimate co-operative. It is not my point that the word ‘Co-operative’ 
Should be reserved only for something strictly based on, say, the RAIFFEISEN model of 19th 
century Germany. But | am certainly suggesting that we do away with the pretence that something 
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is co-operative which, in fact, is purely departmental and bureaucratic". 
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How can the members’ confidence be restored, is the biggest challenge facing everyone. 
As a first step, in this regard, the government will have to loosen its control over the 
management and will have to be only a watch-dog at the most. They should let the 
members get what they want and what they deserve. | 


Role of Leadership 


Notwithstanding the above aspirations, it is not uncommon to find that the co-operative 
leadership has not matched the institutions expectations. They lack role-clarity and most 
of the time personal interests subordinate the co-operative interests. Besides, there iS 
growing tendency to use the co-operatives as political platform by co-operators. 
Co-operatives should not be dragged into party-based politics. Co-operatives must be 
kept free from active politics. Some politicians see co-operatives merely as "vote banks", 
while some treat them "real banks" with one way service - withdrawals only. The 
tendency to use co-operatives for private interest is on the increase. 


Co-operative Societies are democratic organisations. Practice of democracy is the corner 
stone for the survival and healthy growth of the co-operatives. Unfortunately, the 
democratically elected Governments themselves are tampering with this principle. There 
is a strong desire to control the co-operatives for political gains. Year after year elections 
to the Boards are not held under one pretext or the other. The question is - who stops the 
elections? It is the Government(s). Political nominees are being increasingly put on 
managements of innumerable co-operatives. Since these nominees themselves have 
found berths through undemocratic channels, they have no belief in perpetuating 


democratic norms in the co-operatives. Members are increasingly losing faith in the 
co-operatives. 


Since, co-operatives are commercial ventures in the strictest sense, it is necessary to 
follow financial discipline strictly. The Co-operative Registrars have statutory 
obligations to audit the co-operatives. The Registrar’s auditing function was initially 
conceived of as a service to co-operatives that were not in a position to pay for audits by 
a chartered accounting firm. However, what began as a service was transformed into a 
requirement, one that is increasingly onerous. As you are well aware, audits are so far in 
arrears, that in some states they could never be completed. The law and co-operative 
by-laws also stipulate that you cannot hold an AGM without presenting audited 
accounts. Further, in the case of dairy and oilseed co-operative unions and federations, 
sugar co-operatives, and other large co-operative institutions, the registrar’s auditing 
staff often simply lack the competence required to perform a professional audit. The 
discipline can be enforced only if the co-operatives are regularly audited and follow up 
action is taken sincerely. It is common knowledge that the office of the Registrar of 
Co-operatives (RCs) is not geared up fully for these functions. Alternatively, the audit 
responsibility could be left to the co-operatives themselves by hiring a firm of Chartered 
Accountants. Urgent measures to strengthen the audit function of the RCs and insulate 


him from influence of vested interests Specially in follow-up actions, is absolutely 
necessary. 
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There cannot be any difference of Opinion that the future of the co-operatives is to a 
great extent dependent on their own professional staff who have a stake in their jobs. 
Again unfortunately, the governments who swear by their commitment to support the 
growth of co- operatives are inventing new conduits besides the existing ones, to thrust 
government officials on the co-operatives at all levels. The underlying urge seems to be 
none other than controlling the co-operatives. The Government(s) has insinuated itself 
into the co-operative movement, vitiating its vitality. The urge to control the 
co-operatives has forced the State Government(s) to ignore the modernisation of the 
State Co-operative Societies Act(s) which in most cases are antiquated. The 
recommendations of the Chief Ministers’ Conference of 1968 were accepted by the State 
and a few legislative changes were made. In the process, many State Governments 
amended their Acts to give additional powers to the Government as well as Government 
nominees on the boards of directors of the Co-operatives. These related to the power of 
veto of Board decisions, issue of directives to co-operatives by Government/Registrars, 

appointment of personnel in Co-operatives, as also approval of the terms and conditions 

of their service. These provisions have led to progressive erosion of the autonomy of 
co-operatives, an essential concomitant to their democratic character. In March 1975 and 

May 1976, the Government of India issued guidelines to the State Governments advising 

that the provisions militating the democratic character of the movement should be 

modified. Despite these guidelines, many State Acts still contain provisions such as veto 

for Government nominees on the Board of Directors, power to the Government to 

nominate the Chairman and Managing Director even in fully elected co-operatives, the. 
power to the Government to withhold elections and appoint administrators/ persons in 

charge in a large number of co-operatives. The principles of co-operation need to be 

reflected in various provisions of the co-operative law, and that the co-operative law 

should facilitate the operationalisation of the co-operative principles. Co-operative law 

should also facilitate promotion of the co-operative System. 


When it comes to divorcing the vested interests unconvincing double standards are 
adopted. Only a few weeks back, during the Conference of State Secretaries of 
Co-operations, at Delhi (13th September, 1989) while discussing the question of 
adopting the recommendations of the Ardhanareeswaran Committee, one of. the 
Secretaries argued that last year when this agenda came for discussions before the Indian 
Co-operative Council, there was no unanimity. This argument sounds very impressive. It 
leads us to believe that the state government honours the opinion of co-operative leaders 
and do not want to force, something down the throat, which is not easily acceptable to 
the masses. But, then what happened in the same state is a very good illustration of - 
matter of convenience and arguments thereto. As per provisions of the State 
Co-operative Societies Act of this state, a State Co-operative Council is supposed to be 
aS a Statutory standing body. The State Co-operative Council is expected to be a 
custodian of the well-being of the Co-operative Movement in the state and provides 
wide scope for consultations and interaction between the government and 
representatives of co-operative opinion. In 1982, the State Government without 
consulting the Co-operative Council, or any debate with the Co-operative leaders 
brought drastic changes in the State Act. Even today the state government and the 
co-operative leadership are engaged in legal battle in the Supreme Court on account of 
these changes. 
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What is required is a change in law. Given the fact that co-operation is a state subject, 
the Parliament can only play a role to the extent that the multi-state act 1S modified to 
bring it into harmony with the principles of co-operation - possibly by ioe it 
as enabling legislation rather than as regulatory legislation - and by creating incentives 
for the states to improve their co-operative legislation, and disincentives for those that 
do not. Such incentives might include tax relief for co-operatives registered under laws 
that meet certain criteria. Another possibility would be to offer co-operatives with a 
turnover greater than a specified amount the option to register themselves under federal 
co-operative law. Credit Unions in the United States have such an option which permits 
them to decide which law is more favourable. 


The first Act to register the co-operatives was introduced in India in 1904. This Act was 
mainly enacted to register the Agriculture Credit Co-operative Societies. The Act was 
subsequently revised on many occasions. Under the British rule the Act was framed 
mainly for control of credit functions and to keep the natives disciplined. It provided no 
autonomy and professionalisation. The powers under the Act, were concentrated in an 
ICS officer who was designated as RCs and were kept very high. Unfortunately, even 
after 4 decades of independence, this profile of the RCs has not been reduced. In fact, 
there seems to be no will on the part of the state governments to democratize the 
co-operatives and provide autonomy. Some of the State Governments have taken it for 
granted that co-operatives could be tampered with as and when they wish. Most of the 
time, political considerations have weighed heavily in bringing amendments in the Acts. 
In most of the Acts, there is a provision giving the powers to the Governments to issue 
an exemption from any of the provisions of the Act, which amounts to even by-passing 
the state legislatures. Such powers have seldom been used to further the genuine 
interests of the co-operatives. ? 


The issue of activisation of the democratic process coupled with the promotion and 
protessionalisation of management in the co-operatives came up for discussion in the 
meeting of the Registrars of Co-operative Societies held on 26.08.1985. The meeting, 
inter-alia, recommended constitution of a committee by the Government to examine the 
Co-operative Societies’ Acts/Rules in the States and to make suitable recommendations. 
In pursuance of the above recommendations of the meeting of the Registrars of 
Co-operative Societies, the Government of India, in the Ministry of Agriculture, 
Department of Agriculture and Co- operation set up a Committee on Co-operative Law 
for Democratisation and Professionalisation of Management in Co-operatives 
(Ardhanareeswaran Committee). The committee has already submitted _ its 
recommendations in April 1987. Simultaneously the Prime Minister wrote to all the 
State Governments in March 1987, suggesting to adopt these recommendations. 


There have been mixed reactions to these recommendations. Even some of. the 
co-operators, have not liked certain recommendations which are attempting to restrain 
the tendency to abuse the democratic rights in the co-operatives. However, it is high 
time that we address ourselves seriously to cleanse the movement of ll, ihe vested 
interests. We strongly believe that all the recommendations of the Ardhanareeswaran 


Committee (April 1987) need to be urgently adopted by the concerned state 
governments and the co-operatives must Support 


a. adoption of these recommendations 
expeditiously. One or two of the recommend 


ations might ultimately prove difficult or 
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undesirable in certain situations. The co-operative movement in India will further get 
eroded if adoption of these recommendations is delayed. The people will further lose 


faith in the co-operatives and the co-operatives will continue to be exploited at the hands 
of Overambitious vested interests. 


The Co-operative Movement in India, as a whole, is suffering on account of following 
reasons: 


: Lack of clear national policy on co-operatives 

- Antiquated Co-operative Societies Act 

. Excessive government control 

. Government treat cO-Operatives as instruments to carry their own economic 
development policies 

: "Back seat driving" by people in authority thereby treating co-operatives as 
subservient to them 

- No regard for self-reliance 

: Lack of effective Co-operative Education Programmes 

: Lack of dedicated Leadership 

: Lack of professionalism 

- Enemies within the movement 

; Too much of ad-hocism 

- Use of co-operatives as tools for exploitation and cornering benefits 


The co-operatives can succeed when they are instruments for their members’ goals; 
success is less certain when they become the instruments or vehicles for someone else’s 
goals and objectives. 


Indian Co-operatives and their leaders ought to develop a legislative agenda and bring 
pressure to bear on both the Parliament and the State Legislatures to bring legislation 
into conformity with co-operative principles and the growth of a strong co-operative 
movement. 


S.N.Singh is Manager (Co-operative Development) with NDDB in Anand. 


The views expressed in this paper are personal views of the author and do not 
necessarily reflect the view of the organisation where he is serving. | 


69 


REFERENCES 


Department of Agriculture & Co-operation, Ministry of Agriculture, Government of 
India, Ardhanareeswaran Committee Report. 


Report of the Committee on Co-operative Law for democratisation and 


Professionalisation of Management in Co-operative, April 1987. 


National co-operative Policy Resolution, Ministry of Civil Supplies & Co-operation. 
November °78. | 


Dubhashi P. R., IFFCO Sixth Jawaharlal Nehru Memorial Leture on Co-operation, 14th 
November, 1988. 


Co-operative Development in Asia, Regional Consultation, OCA Publication, June 1988 
Singapore. 


Nehru Jawaharlal, ‘Co-operation and the mind of the villager’, ICA Seminar on, 
"Co-operative Leadership in South-east Asia" held at Delhi in November, 1960. 


Prui S.S., Self-Reliance by Co-operatives, Tamil Nadu Journal of Co-operation, March, 
1989. 


Venkatappaiah S.,. IFFCO 4th Jawaharlal Nehru Memorial Lecture on Co-operation, 
14th November, 1986. 


70 


PAST CO-OPERATIVE EXPERIENCE AND FUTURE POTENTIAL 


9.1 Thrift & Credit Co-operatives: Shashi Rajagopaln 
9.2 Agricultural Commodity Co-operatives : M.S. Sriram 
9.3. Workers’ Co-operatives : D. Thankappan 

9.4 Women’s Dairy Co-operatives: N. Aruna Kumari 


9.1 THRIFT & CREDIT CO-OPERATIVES 


Shashi Rajagopalan * 


One of the least noticed but rather successful co-operatives in India is the thrift and 
credit co-operative (thrift co-operative). In this paper we: 


1. briefly explain what a thrift cO-operative is, for those who are not familiar 


with it. 
2. examine its present spread, 
3. enlist apparent reasons for its popularity, 
4. _ explore its future potential. 


Thrift co-operative 


A thrift co-operative may be defined as a co-operative which adheres to the principles of 
CO- Operation and aims at providing savings and credit facilities to its members, on the 
basis of self help and mutual aid and on terms decided by them and favourable to them. 


Most Indian thrift co-operatives are urban, workplace based, with members working for 
a common employer who provides thrift and loan collection services for the thrift 
co-operative through deductions from pay. 


There are some rural workplace-based-thrift co-operatives and also some urban and rural 
neighbourhood thrift co-operatives, too, though these are outnumbered by the urban 
workplace thrift co-operatives. 


More recently, several voluntary organisations have helped start neighbourhood thrift co- 
Operatives, though more often than not, they have chosen to leave these unregistered. 


While in detail, thrift co-operatives may differ significantly from one another, they more 
or less follow a basic design, which includes: 


1. — regular collection of thrift from members 

2. thrift collected either uniform for all members or a fixed percentage of their 
income 

Ke loans issued to members from thrift collected and occasionally from borrowings 


from a central co-operative financial system 


4. loans issued as a multiple of saved thrift and/or of income 
3, democratic decision making, with every responsible member having equal right to 
participate 


* Paper presented on behalf of Co-operative Delopment Foundation (formerly known as Samakhya), 


Hydera bad. 
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6. interest charged on loans used to pay ‘nterest on thrift and to provide other 


services and common facilities 


7. _ books and records maintained by persons elected by members or appointed by an 


elected managing committee 


8. amount of regular thrift, loan amounts, rates of interest on thrift and loans, 
membership criteria, loan instalment and payback period, loan purpose, Ec., 
decided by members either directly or through a process of delegation. 


The main difference perhaps between a neighbourhood thrift co-operative and a 
workplace one, is that the former does not have the facility of collecting thrift or loan 
through pay deduction at source and, therefore, has to ensure that members are mutually 
accountable and trusting. 


Present spread of thrift co-operatives 


Thrift co-operatives of staff have been organised in a large number of industries and 
offices, in private and government sector. In several co-operatives, staff members have 
formed their own thrift co-operatives. 


The National Bank for Agriculture and Rural Development (NABARD) publishes 
annually, statistical information on various types of co-operatives. While it does not 


have any information on unregistered thrift co-operatives, its published data for 1986-87 
is as follows: 


On 30.06.1987: 


1. There were at least 20,414 registered workplace thrift co-operatives in the country. 
("at least", because the publication did not have information on thrift co-operatives 
in Assam, Manipur, Nagaland, Sikkim, Delhi, Lakshadweep and Mizoram.) 


2. ‘These had in all, a membership of at least 97,31,000. 


3. Internal funds were as follows: 
Member share capital =Rs. 406 crores 
Membe deposits =Rs. 518 crores 
Co-operative reserves = Rs. 112 crores 
Total internal funds = Rs.1,036 crores 


External funds were as follows: 


Government share capital =Rs. 1 crore 
Borrowings = Rs. 259 crores 
Total external funds = Rs. 260 crores 
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4. 42,65,000 members had loans outstanding - that is, almost 44% of members were 
borrowers as on 30.06.1987. 


5. At the year end, of the Rs.1,038 crores of loans outstanding with members, Rs.71 
crores Or 6.8% of outstanding loan amount was overdue. 


6. Of a total of 1,18,801 primary credit co-operatives (agricultural and non- 


agricultural, rural and urban) in India, workplace thrift co-operatives formed 
17.25%. 


% Of a total membership of 11,00,62,000 in credit co-operatives, membership in 
thrift co-operatives accounted for 8.84%. 


8. Of a total paid-up member share capital of Rs.2,339 crores in credit co-operatives, 
member share capital in thrift co-operatives accounted for 17.3%. 


9. All credit co-operatives together have a total paid-up government share capital of 
around Rs.405 crores. Of this, government share capital in thrift co-operatives 
accounted for only 0.25%. 


Figures of unregistered thrift co-operatives, mostly neighbourhood ones, are not 
available or would make thrift co-operative presence statistically even more significant. 
For all the significance of the statistics and for all their actual Success in the field of 
co-operation, thrift co-operatives have not been noticed enough - they have not made 
their presence felt. 


Popularity of thrift co-operatives 


Unlike many other forms of co-operatives, thrift cO-Operatives appear to have an instant 
appeal and are more easily set up. Once set up, while the workplace thrift co-operatives 
which do not borrow from external sources and which have the Support of the employers 
seem to be able to run with minimum of effort, the neighbourhood ones need more 
‘jealous’ guarding by members. 


As with all other types of co-operatives, thrift co-operatives are appealing because: 


1. they are expected to work for the economic and social betterment of their members 
2. they strive to provide quality service adequately to their members at the lowest cost 
3. they are expected to be democratically managed, with every responsible member 


having an equal say 


4. members are respected in their role as capital providers, but become privileged 
through their role as service users. 


However, thrift co-operatives have an extra special appeal, and this appears to come 
from the following additional advantages, which most co-operatives ought also to have, 
but only self reliant thrift co-operatives seem to enjoy. 


5 Most thrift co-operatives, even registered ones, are voluntarily formed. They have 
not been formed as a result of any governmental interest. 
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6. Self reliant thrift co-operatives are based on self help and mutual aid and, 


therefore, are not as prone to conditions laid down by external agencies as other 
co-operatives. They are freer to set their own agenda and operating rules. 


7. The relationship between a member and his/her thrift co-operative IS voluntary, 
and the question of large scale enrolment by government, either prior to elections 
or at any other time, is unheard of. 


8 Government, or more correctly, the legislator takes little interest in thrift co- 
operatives because the workplace ones do not provide a vote bank, while the 
neighbourhood ones, being mainly unregistered and as yet unknown, prove 
elusive. 


The arithmetic of a thrift co-operative, too, adds to its popularity. Members need know 
what the total member funds and organisational reserves are and can match this total 
easily against member loans and other investments to be assured that their funds are 
safe. The use of funds is limited and can be easily monitored. Member funds get blocked 
in fixed assets only by choice and, therefore, the bulk of funds work directly for 
members ali the time. 


The regular savings provide for progressively increasing loan services and also for an 
increasing sense of security and self worth. The gradual increase in size of fund also 
contributes to a gradual increase in management capability allowing members to grow 
with their thrift co-operative. This gradual demand that a thrift co-operative makes on its 
members, draws even the hitherto uninitiated and unorganised to the thrift co-operative. 


Most important of all the reasons for a thrift co-operative’s popularity perhaps is the 
universal need to save regularly and to borrow in times of need. With other sources of 
lending being either rigid and insensitive or extracting and burdensome, the opportunity 
that a thrift co-operative offers borrowers to participate in deciding the terms of lending, 
is probably very attractive. So, too, the control over one’s own savings, the almost visual 
display of the use of funds that a thrift co-operative offers, the dignity with which one 
can borrow from a thrift co-operative probably add to a member’s sense of personal 
confidence and desire to be associated with the thrift co-operative. 


And yet, for all its popularity, for all its handsome statistical figures, the thrift 
co-operative is not given the recognition due to it. 


Future potential of thrift co-operatives 


Thrift co-operatives have tended to be withdrawn, satisfied with their own performance 
and not prone particuiarly to asking what more could be done. Further since their very 


self reliance is such a source of strength for them, has proved to make them not seek 
them out, seek others out. 


Tk: vee ; ; = ‘ x ; 
While legislators have shown little interest in them, trade unions can and do fight for 


Supremacy i rade union jealousi 
Beemacy In them. Trade union jealousies, too, seem to prevent one good thrift 
cO-Operative learning from another. 
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In the face of irrational banking, indisciplined banking, discredited banking, thrift 
co-operatives offer a major alternative, a popular banking alternative. If that sounds 
Wishful thinking, it is only because today thrift co-operatives are a scattered, 
self-satisfied lot, suspicious of the external world and worried about their own capacity 
to manage a relationship outside their thrift Co-Operative. 


The networking of established thrift co-operatives, a recent phenomenon, will hopefully 


emerge as one of the Strongest, people sensitive, member controlled financial system in 
the country. 


Central financial systems, co-operatively managed, could provide for transfer of surplus 
funds from one thrift co-operative to another, could provide for computerisation and, 
therefore, for early response to members’ financial needs and for more efficient 
accounting and decision making. Networking could also help introduce loan insurance 
systems, mutual transfer of knowledge, skills and experience. 


Networking could give the base and Strength needed for self multiplication, for the 
formation of other thrift co-operatives so that the "catchment" area becomes larger. 


Most important of all, thrift co-operative networking provides an opportunity for people 
to politically make their presence felt, to demand a favourable policy and more 
appropriate legislation. In short they should become leaders, not followers in the field of 
banking. 


Shashi Rajagopalan is Director of Co-operative Development Foundation (formerly 
known as Samakhya), Hyderabad. 
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9.2. AGRICULTURAL COMMODITY CO-OPERATIVES IN INDIA 
M.S.Sriram 


Introduction 


A review of the agricultural commodity co-operative sector could be done by essentially 
looking at certain factors that might be critical for such co-operatives to exist and 
function effectively. The important factors that may be taken into consideration in this 
sector might be the structure of co-operatives, their linkages in the federal set up which 
is essentially termed as patronage demand and support in the recent literature (Mishra 
and Shah 1992), the linkages with external agencies, the macro environment including 
the legal framework, the logic of internal structure, such as that have been existing in 
India. 


At the outset, we would like to explicitly put down an important assumption made in 
extending the various arguments in this paper. We assume that the single relevant 
function performed by agricultural commodity co-operatives is that of trying to 
maximize the economic returns to the farmer members of the co-operative. All other 
functions undertaken by the co-operative are to be seen as either support services which 
reinforce this activity or are peripheral to the function of the co-operative. The 
discussion on whether this assumption is relevant has not been taken up here. 


A cursory look at the statistics relating to the agricultural commodity co-operatives in 
India indicates that there have been broadly two types of co-operatives operating in this 
sector. One is what is popularly known as the general purpose marketing co-operatives 
operating under the umbrella of the State Marketing Federations (popularly known as 
MARKFEDS) and the other being the specialised commodity co-operatives such as 
those in areas like sugar, milk, spinning and fisheries. 


The most significant sectors which stand out from the rest of the commodities are milk 
and sugar. The milk co-operatives have been formed under the three tier structure of the 
now classic "Anand Pattern" Co-operatives (For a more detailed discussion on Anand 
Pattern Co-operatives and their success see Singh 1992). The Sugar co-operatives of 
Maharashtra and recently of South Gujarat are the ones that give some sort of inspiration 
for anybody trying to examine the future potential of largesized agricultural commodity 
co-operatives. There are several other commodity sectors in which co-operatives are 
functioning. Statistics indicate that there are over 96,000 co-operatives covering 
differing commodity areas such as milk, poultry, fisheries, sugar and spinning 
(NABARD 1991). It may however be worthwhile to look into certain common features 
that cut across the commodity co-operatives and raise issues that may be important at 
considering the potential of the agricultural commodity co- operatives in this country. 


Policy initiatives in the Commodity Co-operative Sector 


It may be of importance to briefly review the Policy initiatives taken by the State in the 
agricultural commodity co-operative sector. It is a well documented fact that the change 
in legislation as early as 1912 was undertaken to extend the co-operative form of 
Ofganisation to undertake activities much beyond credit. However, an examination of all 
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the policies taken by the State and later amendments to the legislations broadly indicate a 
clear bias towards the credit co-operatives. The All India Rural Credit Survey (RBI 
1954) stressed on taking up procurement of agricultural produce and processing of the 
same. But the context in which the AIRCS Suggested that the co-operatives take up 
marketing needs a closer examination. This Suggestion was aimed more at better 
recovery of loans by linking marketing with credit rather than purely considering the 
merits of having agricultural commodity co-operatives. Naturally the job of procurement 
of produce was entrusted to the already existing credit co-operatives who in turn would 
Supply the produce to the co-operative marketing societies under the umbrella of 
MARKFEDS, which were expected to have processing facilities. 


Even the committee on co-operative marketing set up by the State in the year 1964 under 
the chairmanship of Mr.Dantwala had in its terms of reference, to find ways and means 
of integrating co-operative marketing with credit activity and not that of critically 
examining the commodity co-operative sector (GOI 1966). 


It is fairly clear that the approach of the State has broadly been focused on the credit 
sector and even when the State looked into the agricultural commodity co-operatives, it 
has been only towards Strengthening the credit sector. A review of the committees and 
commissions that have gone into various aspects of co-operatives brings this out very 
Clearly. (For a detailed review, see Tyagi 1968 and Paranjothi 1984). We shall examine 
this aspect of integration in a greater detail later. However, from a survey of literature on 
the interest of the State in co-operative sector, it is fairly clear that the State had 
identified the "core" of the co-operative sector as credit and the rest of the activities were 
seen only as supporting activities. 


The Structural Peculiarities 


The discussion on the structural peculiarities of the agricultural commodity co-operatives 
may be discussed under various sub themes detailed in the introduction earlier. 


The Three Tier Structure 


One of the major structural aspects to be considered is that of a three tier structure, which 
cuts across several commodity sectors. Typically in the three tier Structure, we have a 
village level co-operative which is in direct contact with the farmer members and acts as 
a procurement point. These village level primaries federate at the district level. Typically 
the district level co-operatives take up activities of processing and value addition. The 
district level co-operatives federate at the State level, where the State level federation 
provides support services to the lower tiers and typically take up the function of 
marketing of the processed produce. In certain commodity sectors we also find a 
National level federation. The structure is common across the commodity sectors of 
milk, oilseeds and tree growers which fall under the Anand pattern credit (PACS - 
DCCBS - APEX BANKS), marketing co-operatives (PACS - DCMS - MARKFED) 
education (PACS - DCU - SCU). However, the structure differs for other commodity 
sectors like sugar and spinning where we have a large self contained primary 
co-operative which does all the activities of procurement, processing and marketing 
itself. The hallmark of the agricultural commodity co-operatives seem to be in this three 
layered function of procurement, value addition through processing and marketing of the 
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commodities. Exceptions to this pattern are co-operatives which undertake See of 
members’ produce and selling them in the market to get a pooled price, which Is 
expected to be higher than the price which the individual farmers would be able to get 


due to the sheer bargaining power. 


The structural aspects discussed above are of great importance if we have to consider the 
future potential of commodity co-operatives in India. The potential will have to be 
realised under the two alternate models of either the three tier structure or the single unit 
co-operative. Both these have inherent features which make their design robust, but 
come with a lot many preconditions which will be discussed in the following paragraphs. 


Linkages with the Federal Structure 


Of the alternative commodity sectors which have been discussed above, the linkage with 
the federal structure plays an important role in defining how important and germane Is 
the structure for the effective functioning of the co-operatives. It would be very difficult 
in a commodity sector like milk with its properties of perishability and a very high value 
addition in product manufacture to make any significant impact on the member income 
if the structure is not a deeply embedded one. How deeply embedded a co-operative is in 
a particular structure can be found out by testing out how effective a co-operative would 
be, if one of the links of the structure is removed. It is hard to imagine a primary milk 
co-operative making any significant impact on its members if it were only pooling and 
selling milk and not processing it in its own Union. However, on the flip side, we can 
see in areas such as input supply, taking the classic example of Fertilizers, the primary 
co-operative would be much better off if it did not have any intermediaries in the form of 
MARKFED and District Co-operative Marketing Societies. In such a case it might be 
said that the primaries (PACS) are in a loosely embedded federal structure. The same 
might not hold true in case of lending activities of the PACS. Exceptions to this rule 
could be in some primary co-operatives in Kerala and West Godavari District of Andhra 
Pradesh, who raise their own deposits and undertake the activity of lending out of their 
internal finances rather than depend on the refinance facility offered by the three tier 
structure. The above aspect has been conceptualised in the model described in figure 1. 


It is clear from the above model that for a typical commodity co-operative, it is desirable 
to be in the box 4 which indicates a high performance demand and support in a deeply 
embedded federal structure, such as those in the dairy co-operatives of Gujarat. Even if 
we are talking of a self contained primary co-operative like the sugar co-operatives of 
Maharashtra, they also fall into the same slot. The contrary example of co-operatives 
doing only pooling on behalf of their members would typically fall in the first slot. 


The Internal Structure 


The next important aspect that may have to be looked into is that of the internal structure 
of the co-operatives. The internal structure of the co-operative would basically look into 
its patronage profile, the capital structure and the aspects termed as "domain variables". 


These three aspects would have a bearing on how effectively the co-operative performs 
VIS-a-vis Its members. 
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The Patronage Profile 


An important aspect to be considered when one is discussing the agricultural commodity 
CO- operatives is the patronage profile of the basic unit. This is to be seen in the light of 
the State’s explicit policy of trying to link the activity of credit with marketing and 
thereby have an integrated structure. The examples of successful commodity 
co-operatives in India have a clear "core" in the activity they are carrying out. All other 
activities taken up by the co- Operative are supportive in nature. 


The model advocated by the State essentially tries to integrate all activities at the 
primary level with the PACS as the nodal point. This was explicit in the case of Andhra 
Pradesh where the long term and the short term credit structures were integrated to form 
a "single window" at the primary level. These single window co-operatives were also 
embedded in several federations such as the MARKFED and the State sponsored 
commodity co-operative - the RICEFED. There would be a lingering dilemma in such 
Cases as to what is the "core" of the primary. 


We would like to discuss the essential] difference between the multiple activity 
co-operatives and the single commodity co-operatives. The difference is similar to that 
of the structural difference between MARKFED and other commodity co-operatives. 
Whereas in the single commodity co-operatives there is a well identified "core", the 
general purpose marketing federations do not have any such prime activities. This is 
precisely the problem in linking credit with marketing. A clear understanding as to what 
the primary activity is and what the Support services are has to be understood. When the 
State talks it is clear that it speaks of linking marketing with credit, this activity is 
generally referred to as a support service for credit, with the core being credit itself. This 
is to be seen in contrast to the example of oilseeds co-operatives selling seeds and 
fertilizers and milk co-operatives formulating their own cattle feed. Though both these 
services are similar to the services that may be provided by a general purpose marketing 
co-operative, these are strictly support services for reinforcing the core. In such a case 
the whole co-operative structure, its orientation and build up of capital, expansion of 
capacities would be aimed towards reinforcing the core. 


We would like to take the example of the Co-operative Rural Bank Mulkanoor, to 
elaborate this point further. The co-operative started way back in 1956 with credit as its 
core activity. It later started providing support services such as supply of fertilizers, 
providing technical inputs and taking up produce processing. Over the years the 
co-operative has been adding and deleting activities from its profile. However, over a 
period of time, the predominant activity of the co-operative has turned out to be paddy 
processing. The growth in turnovers in this section clearly indicates this shift. The 
co-operative has gone in for capacity expansion and capital generation from the 
members for this purpose. This particular co-operative, can now be termed as a 
commodity co-operative because of having identified its core in paddy business. The 
process of shifting the core and having mutually reinforcing activity has been termed as 
an attempt to achieve dynamic equilibrium (Phansalkar and Srinivasan 1985). 


The problem with this multiple activity sector is that such a well identified "core" is not 
available. This is precisely the problem with the MARKFED structure co-operatives. 
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While it needs a very high level of member responsiveness such as the case of 
Mulkanoor to achieve the level of sophistication in implicitly identifying the core, it 
might be difficult. to achieve this across the board. Even in the case of multiple activity 
co-operatives, a constant tab on the patronage profile has to be maintained. Questions 
such as who are the members and which of their interests are being served by the 
co-operative have to be regularly asked. Taking every significant decision will have to 
become a considered and indulging activity. Especially the amount of cross subsidisation 
one activity might do on the other and a group of members constantly. subsidising 
another group of members is something which will have to be guarded against. Unless 
such care is taken, it might be difficult for multiple activity co-operatives do deal with 
commodities and do justice to the activity (for a detailed discussion on decision making 
processes in multiple interest co-operatives, see Anderson 1986, for a discussion on a 
group of members cross subsidising another group within a single commodity because of 
regulatory framework, see Rajagopalan 1992). 


Capital 


Another very important issue that we would have to grapple with in this sector is of 
capital formation in the co-operative. This. is especially important in commodity 
co-operatives, wherein we have earlier said that unless there is a significant value 
addition, it is not going to make an impact on economic returns to the member. The 
aspect of capital was raised fairly early by the AIRCS and the Committee on 
Co-operative Marketing (RBI 1954, GOI 1966). In fact the concept of "State 
Partnership" in the co-operative sector was the State’s answer to this problem. Both the 
committees observed that it might be difficult for the co- operative to raise capital on its 
own especially when the state was referring to small land holders who could not afford 
to pay in the required amount of capital. 


The question of capital was solved in an interesting way by the milk co-operatives by 
getting external aid in the form of commodities. This was a two-axis strategy which 
helped them in not only acquiring the necessary finances to set up processing facilities, 
but also create a market for their products much in advance. The Sugar co-operatives 


however depended on the capital of the State which they retired with a well planned out 
Strategy. 


The problem in raising capital by the co-operatives directly stems out of the 
understanding we have of the co-operative principles and their translation into 
co-operative legislation. The traditional interpretation of the co-operative principles give 
ample scope for us to believe that the co-operative as a form of organisation does not 
promote capital formation. This stems out from the fact that there is free entry and exit 
into the co-operative thus making the shares available at par value attaching no value for 
the investments that the initial members might have made in the co-operative by 
forgoing profits. Added to this fact is that the legislation explicitly prohibits the 
members from any residual claim rights. The issue has been solved in a totally different 
way in case Of sugar cO-Operatives, wherein there is a restriction on entry into the 
co-operative due to the inherent capacity constraints. There continues to be an informal 
market for the shares of the sugar co-operatives of Maharashtra and South Gujarat which. 
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possibly represents the value of the profits forgone initially (for a more detailed 
discussion on this aspect see Rajagopalan and Shah 1992). | 


There have been certain co-operatives which have come out with innovative financial 
instruments to solve this problem. One clear approach is by linking capital contribution 
with the patronage. Another is by inculcating this process by retaining a portion of the 
patronage refunds as compulsory deposits with the co-operative in the names of the 
members thereby not infringing on their residual claims. All these approaches will have 
to be examined afresh in the Present scenario if we are to talk of large commodity 
Co-operatives contributing Significantly to the member incomes. 


This issue becomes more and more important especially in the present scenario where 
the State is gradually withdrawing all sorts of Support to various institutions including 
the co- operatives. One possible solution to this problem lies in recognising capital also 
as one of the components of patronage. We are suggesting a scenario which is similar to 
that of the thrift and credit Co-operatives wherein patronage is seen not only in 
borrowing from the co- operative, but also in deposits made with the co-operative. A two 
axis system may have to be evolved for the agricultural commodity co-operatives also 
wherein the importance of capital is duly recognised and rewarded. This possibly should 
not be done by inviting investors to put money in the co-operative as in the case of 
Investor Owned Firms. It could be done by providing enough incentives for the user 
members to invest more and more money in the co-operative. This will have to give due 
recognition to the fact that the members putting in capital in a co-operative would be 
doing so in spite of a wide ranging choice of financial instruments they have to invest in 
(discussion related to these aspects of capital and residual claims might be found in 
Agrawal 1992, Sharma 1990 and Srinivasan and Phansalkar L992} 


Domain Variables 


Domain Variables pertain to the scope of the co-operative in spatial terms (Shah 1992a). 
These variables pertain to two aspects: 1) how significant is the share of the co-operative 
in the economy of its area of operation, essentially looking at the market share of the co- 
Operative, 2) how significant is the presence of the co-operative in the income profile of 
the members. For instance dairy co-operatives could be an example of the former, 
wherein they command a significant share in the milk trade and their presence is clearly 
felt, but contribute a relatively lower chunk in the total member income. Sugar 
co-operatives might be an example of the latter where its performance will affect the 
main income of the members. When one is talking of large commodity co-operatives, it 
may be significant to examine these domain variables to see whether the co-operative is 
going to make an impact at all or not. The co-operatives undertaking Only pooling 
activity may not play a significant role in either category, since the additional utilities 
created could only be marginal. This aspect will have to be linked up with the earlier 
discussion on the patronage profile and capital. Those two issues assume a greater 
importance when one considers the domain variables. 


At a basic level, it is possible to distinguish between multipurpose co-operatives 
undertaking commodity marketing and single purpose co-operatives on the domain 
factor. In which case, a multiple activity co-operative might well be having a low 
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presence in the total market but might be taking care of the overall needs of the 
members. If a co-operative identifies its core activity, then the strategies for Its 
expansion and growth on those lines could easily be worked out. 


Realising the Potential of Agricultural Commodity Co-operatives: Some Relevant 


Issues 


State Controls 


An aspect that has not been highlighted in literature has been the issue of controls that 
the State imposed on several commodity sectors. Till recently, the licensing policy 
protected co-operatives in certain commodity sectors like milk and sugar. Similarly since 
several of the agricultural commodities come under the control of the State for reasons 
of societal welfare and co-operatives being seen in a similar light, the policies have 
generally worked to the advantage of the co-operatives. The co-operatives have had 
more favourable licensing and levy policies. With the liberalization in the economy all 
these concessions will be considerably reduced. The potential of the co-operative to 
perform now would heavily depend upon their capability to survive in the market place. 
Even the co-operatives which have been termed as traditionally successful will be facing 
new challenges. 


It would now be difficult to expect subsidies, difficult to find capital. Tax concessions as 
in the past would not be forthcoming. In such a scenario, there is a potential for several 
commodity co-operatives to emerge out of well articulated needs of the constituents. 
These co-operatives might be much more robust than the earlier ones, if they survive and 
forge convenient alliances. 


The efforts of Paddy Farmers Federation in Andhra Pradesh and the Coffee growers co- 
Operative to be established in South India may have great potential and need to be 
watched. With several multi-nationals entering the food processing business, there might 
be a ready market for small co-operatives to emerge and stand as a stronger force for a 
better bargain. The way the co-operatives in South Gujarat responded to the failure of 
cotton crop stands out as an example in adaptability (for details see Shah 1992b). Unlike 
these, the cotton co-operatives of Sabarkantha districts just crumbled. They made some 
feeble attempts at pooling alternate produce of members but could not. sustain 
themselves long enough because of lack of processing facilities (for a discussion on the 
other factors that contributed to their decline see Shah 1992c). 


Striking new Alliances 


Agricultural commodity co-operatives will have to be market oriented and therefore 
forge alliances that may be beneficial to its constituent members. These co-operatives 
will have to function more and more like their private sector counterparts to remain in 
the market. The Chicory marketing co-operatives in Gujarat is a clear case in point as to. 
how ignoring aspects such as marketing channels could lead to a failure (See Vaswani et. 
al. 1992, Shah 1992c). This is quite unlike the Kheda milk co-operative which forged an 
a with a private sector distributing agency Voltas for initially taking up the 
‘ageete at Co-operative literature seems to scorn at such alliances. 

O argue that such an alliance would be a violation of the sixth 
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co-operative principle of co-operation amongst co-operatives. However the principle 
will have to be seen in the Spirit of the market forces and the competition. If we continue 
to make the assumption stated at the beginning of the paper that the objective of a 
commodity co-operative has to be that of maximising economic return to the farmer 
members, then, such an argument would fall in line. 


The more recent alliance that has been forged by the Central Arecanut and Cocoa 
Marketing and Processing Co-operative (CAMPCO), should be seen as a positive step in 
the light of the above argument. In case of CAMPCO the underutilisation of its capacity 
in chocolate manufacture has been effectively overcome by forging an alliance with a 
multinational with a clause for purchase of the produce of the members. The annual 
report of CAMPCO clearly identifies the benefit of such an agreement. We quote from 
the annual report: 

"We are happy to announce that the chocolate factory would commence earning profit from the 

year 1991-92 with the advent of entering into agreement with Food Specialities Limited, now 

called as M/s.Nestle India Ltd., on 7.2.90 for the supply of substantial quantity of chocolate 


products and semi finished products to FSL against the cost of raw materials and manufacturing fee 
(CAMPCO 1991)." 


This has turned around the co-operative which otherwise ran the risk of going sick and 
provided an assured market for the produce of the members. The losses which 
CAMPCO suffered in the recent years after the setting up of chocolate plant was to the 
tune of 430 lakhs. These losses were purely a contribution of the chocolate unit, while 
the areca business in spite of a depressed market during that time was still making 
profits. The reason for these losses were attributed to the low capacity utilisation, the 
problem of which would be overcome by such Strategic alliances. The only caveat to be 
observed here is to see how well the agreement is drafted and who calls the shots. 


The difficulty faced by CAMPCO in not being able to penetrate into the chocolate 
market was overcome by forging an enterprising alliance. However, the effect of such 
agreements need to be studied very carefully before endorsing such alliances (for a 
detailed discussion on the possibilities of such alliance and the resultant fallout, see 
Johnson 1993). 


Concluding Notes 


The commodity co-operatives in the agricultural sector have performed well Only in 
certain geographical areas and with certain commodities. The factors that are critical for 
agricultural commodity co-operatives to survive may be capital and a good structure 
wherein they could have good linkages and achieve some economies of scale. Unless the 
commodity co- operatives take up value addition in a big way, they would not be 
making significant impact on the income of the members. To this effect co-operatives 
may have to find innovative ways of generating capital and find linkages that would 
work to their advantage. The potential for the future lies in a much more complex world 
and the institutions that may come up in such a world and also survive are bound to be 


much more robust than the existing ones. 
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Figure 1: Performance Demand, Support and Action 
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9.3. WORKERS’ CO-OPERATIVES 
D. Thankappan 


The Kamani Tubes Ltd. take-over by a workers’ co-operative has undoubtedly initiated 
a process for similar take-over by workers in other sick but potentially profitable 
enterprises in our country. In a way the Kamani Tubes Ltd. (KTL) experience has 


kindled a new hope for millions of workers who are facing unemployment precisely due 
to closure or sickness of enterprises. 


The workers co-operative initiatives are dissimilar to other co-operative endeavours. The 
formation of a co-operative is often meant for Starting a new venture whereas the worker 
co-operative’s efforts are initiatives to revive and continue the operations of enterprises 
which have failed in the past. In this sense, the worker co-operative ventures are 
distinctly different. The experience of many such attempts are before us: India Coffee 
House in the mid 60’s, Dinesh Beedi Co-operative in the late 60’s, Sonali Tea Garden in 
the mid 80’s, Kamani Tubes in the late 80’s etc.. Often the workers have to face stiff 
resistance from the earlier promoters or owners of enterprises. This means the workers 
have to struggle not only for raising capital but also for fighting out a legal battle to take 
control of firms/enterprises under worker co-operatives. This aspect of struggle for 
control is absent in other co-operative ventures initially. 


The experience of KTL has brought out three factors clear to working masses in our 
country. Firstly, the starving workers can also raise capital just like the capitalists in our 
country. Secondly, the workers can also manage their enterprise through professionals 
and thirdly, the workers co-operatives can also raise working capital from Banks and 
Financial Institutions on the same basis as any other entrepreneurs. This has been the 
Support received from banks, financial institutions and the Government. Still a lot of 
change is essential in respect of approach and attitude of the banks and financial 
institutions. The KTL experience shows that the workers had to wage a stiff persuasive 
Struggle to get the necessary support from the Government, banks and financial 
institutions. The initial reaction to the workers’ scheme was negative. Most were 
sceptical. The reasons often cited is based on the premise that workers cannot revive an 
enterprise which failed miserably under powerful business groups. It is difficult to 
believe in the ability of the workers to run an enterprise. 


The Bankers could not accept the workers’ co-operative as promoters. The banks 
consider that they can finance only an identifiable entrepreneur/ promoter or business 
group. Often they treat the workers’ co-operative as an unidentifiable mass of workers. 
This was exactly the attitude of the bankers when the Kamani Tubes workers 
approached the bankers sometime during September-October, 1986. But it took three 
years for the KTL workers to secure support from banks. Of course, at the final hearing 
before the Board for Industrial and Financial Reconstruction (BIFR) towards the end of 
July 1988, the State Government, banks, financial institutions and various agencies 
supported the workers scheme in KTL. But the promoters of KTL i.e., Kamanis went up 
to Supreme Court to scuttle the workers’ scheme. The Supreme Court gave a historic 
verdict in favour of workers establishing a case law for similar take-overs by the 


workers. 
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The question often asked by many ‘s the reason for slow replicability of such experience 
elsewhere. In fact, a number of trade unions have taken the initiative to propose a scheme 
before BIFR for similar take-over by workers’ co-operatives. 


Though the Government occasionally makes a statement | in favour of worker 
co-operatives, no such concrete policy formulation has been initiated fo support and 
strengthen worker co-operatives. Instead invariably the banks, financial institutions and 
state governments take a negative approach towards workers’ co-operatives. The 
‘nstances of such attitude of worker co-operatives are many. The example of [AEC India 
Limited, a leading Boiler manufacturing Unit based in Bombay, is quite revealing. The 
workers’ scheme to takeover and revive the company was accepted by the BIFR as a 
draft scheme. But the State Government has not come forward with the timely support 
for equity participation. The State Government took almost one and a half year’s time to 
agree for necessary equity Support and by that time the Central Government withdrew the 
‘nterest free excise loan with the result that the scheme could not go through. And 
whatever other proposals the workers have given also could not get the support of banks 
and financial institutions. It should be noted that when it comes to the workers’ scheme, 
the banks and financial institutions microscopically screen it and that too with the prima 
facie intention of rejecting it. Therefore, in the last hearing, the said scheme failed and 
the BIFR has already issued show-cause notice to concerned parties for wind-up. The 
same has been the case with Hoise-O-Mech Limited, a crane manufacturing unit based in 
Thane. The concerned bank took two years to finalise its report. At the end, it formulated 
its view point in such a way that a viable unit was assessed as unviable. Therefore, BIFR 


has recommended wind-up and ultimately the workers now have gone in appeal before 
AAIFR. 


Yet in other major units, one of the leading textile machinery manufacturing unit in 
Thane, Mafatlal Engineering Industries Limited, a draft scheme is pending sanction for 
NIFR since the last two years because the State Government had to give clearance for 
sale of surplus land. Since the Government has not come forward with its decision inspite 
of request for time during the last 15 months, the BIFR has now issued a wind-up notice. 


It should be noted that the enactment of Sick Industrial Companies (Special Provisions) 
Act 1985 is a landmark in establishing workers’ right to take-over and own the enterprise 
when the entrepreneurs fail. The workers did not have such a right under Company’s 
Act. Till 1983, the right of the workers to intervene in a wind-up petition was not 
recognised. The workers’ stake in a company is recognised by the Supreme Court in its | 


majority judgement in the matter of National Textile Workers’ Union v/s Ramakrishnan 
in 1983. The Supreme Court says: 


Unlike the shareholders, to most of whom, the shares they hold represent mere investments, and to 
some of whom, the means to control the affairs of the Company, to the workers, the life of the 
Company is their own and its welfare is theirs. They are so intimately tied up that their interest in 


the L iv; t oa ay e 2 . . 
survival and the well being of the Company is much more than the interest of any shareholder 


-be he an investor, a ‘corporate commander’ ora ‘corporate manipulator’ ." 
In a rec : : i i | 
a recent Judgement the Allahabad High Court interpreted Sec.15 of SICA precisely 


granting the workers the right to refer the matter of a sick company to BIFR. The 
Allahabad High Court Says: 
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"The arrears of wages or Salary due to the workers constitutes equity. The word ‘worker’ may not 
have been mentioned under Sec. 15 but it does not imply that the workers may not seek a reference. 
The intention of the law is that those whose monies are endangered must have a case to complain 
and seek a redressal. There is a Stage when workers also have their equity to take care of; a Stage 
when industrial adjudication ceases to be an effective forum. It may deliver an award but it cannot 
be enforced against a sick industrial company. Prolonged arrears of wages or other Statutory 
monetary benefits will give the workers a cause and a locus standi to seek a complaint before the 


Board for the same Steps which the Directors, Government or public financial institutions can 
suggest or take". 


This is an important judgement given by the Allahabad High Court in the matter of 
Kirpal Ispat Limited, the Gorakhpur based steel rolling mills. 


Though there are changes in law and judicial interpretations providing wider scope for 
workers’ rights, to secure the necessary support for workers’ initiatives from various 
governmental agencies is still a herculean task. The workers have to struggle a lot. 


A number of facilities are granted to entrepreneurs, but that is not made available to 
workers’ co-operatives. The Financial Institutions have schemes to provide funds for 
training the entrepreneurs but not the workers’ co-operative. Nor are the Financial 
Institutions interested in assisting worker co-operatives. 


The negative approach of the State Government often puts off the workers’ initiative. 
Because of the failure on the part of the Karnataka Government to extend financial 
Support in equity, (approximately Rs. 28 lakhs) to Mafatlal Plywood Limited, the 
workers’ scheme could not get the support of IDBI and consequently the concerned 
banks. It is this situation which compels the working class to ponder over an alternative 
in case they are determined to take the right initiatives to protect their employment. To 
strengthen the worker co-operative movement, the workers may have to set up their own 
banks or financial institutions. 


In the struggle for take-over, the workers have to fight at various levels. Not only for 
reliefs and concessions, but also for supportive policy and the orientation necessary to 
create an environment conducive for the workers co-operative movement to take root. 


The National Trade Union Centres are divided on this vital issue. The affected workers 
at unit levels irrespective of their political affiliations are invariably in favour of 
workers’ initiative to protect employment. They do take initiatives in right earnest. The 
absence of supportive policies often deter them in their effort and they fall in line with 
their national leadership. Therefore, the national centres of trade unions are sceptical. 
The right initiative of the workers are scuttled by all the vested interests. And hence the 
self initiative of the workers needs to be strengthened. 


The workers are forced to think in terms of looking for avenues which will give them 
power, identity and dignity. This in the new context, will not be achieved by merely 
stressing for rights alone. The rights must be coupled with responsibilities. The trade 
unions will have to commit themselves to social causes and responsibilities leaving the 


hitherto pursued self-centred approach. 
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The organised workers are now under attack all over the world. In India, the situation Is 


now worse. The plight of the unorganised labour is still miserable. When we look at the 
contract system of employment, the whole struggle for abolition could not bring any 
tangible result. In fact, the contract system of employment Is encouraged ona large scale 
both in government and private sectors. Is it not necessary for us to think In terms of an 
alternative which will eliminate middle men and create a new situation where the 
workers can have a greater identity and dignity? And in the process they can altogether 
abolish such a system. The trade unions must necessarily look into this aspect. The 
worker co-operatives may have greater potential in this area. 


The worker co-operatives, though not accepted as a means to organise production in the 
organised sector or in the highly technologically sensitive sector, can undoubtedly 
replace all other firms which are hitherto inefficient. If these co-operatives can be made 
democratic in their decision making process, there is a future for co-operative 
movement. If the co-operatives have failed in certain sectors, it is precisely due to the 
fact that the politicians who have taken control of such co-operatives have strangulated 
the democratic functioning and made it an appendage to the political system. The 
co-operative movement will have to consistently strive for democratisation within the 
organisation. 


Such an effort alone can ensure a better future in terms of leadership, equality of life and 
a corruption-free organisation. The politicians in our country have utilised co-operatives 
for their partisan gains and power. In certain areas, co-operatives have been used for 


corrupt purposes. Therefore, this image of the co-operative movement is to be 
eliminated. 


The worker co-operative experience is something different because here the workers are 
intimately connected with production processes and management systems will have to 
be transparent. Instead of the earlier concept of one or two owners, hundreds of owners 
will be watching the whole process and therefore the system can be transparent. When 
the workers are allowed to assert democratically, the system can be cleansed. The 


transparent system of management can be ensured by democratic practices. This is our 
experience in Kamani Tubes. 


D. Thankappan is Director of Centre for Workers’ Management in New Delhi. 
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9.4. WOMEN’S DAIRY CO-OPERATIVES 


N. Aruna Kumari 


Women’s work is not taken into consideration in statistics. They are working in the 
unorganised sector, at homes, and in the fields where they are not counted as labour 
force. Instead they are thought to be consumers. Thus were started Women’s Consumer 
Co- operatives, like Mahila Super Bazaars etc. But with my experience, I feel, women 
form a major force in all the fields, starting from agriculture, dairy, sericulture, 
handloom, weaver Co-operatives etc. But they are not recognised as main producers. This 


is the reason why in all our co-operatives the members of the co-operatives are mostly 
men. 


I would like to share my experience of working with dairy co-operatives. Until 1983, 
nobody thought of women as the main producers in dairying even though they took care 
of the animals, they took care of the processing of the milk and so on. The income from 
the dairy, too, went to the hands of the women. But once the CO-Operatives in the dairy 
sector were started, men were enroled as members and the income was transferred to the 
hands of men. Whereas the labour input comes from women, the fruits of the labour goes 
to men. I would like to thank Devaki Jain here who had given the idea to Viji Srinivasan 
the Programme Officer of Ford Foundation, to go into the field of dairying and organise 
Women Dairy Co-operatives. And it is fortunate that our federation at that time, also 
wanted to organise Women Dairy Co- operatives and started this work with the 
assistance of the Ford Foundation. | 


In 1983, we started in three districts of Andhra Pradesh, namely Chittoor, Krishna and 
Nalgonda. In order to make this successful, we at the Federation felt that unless we have 
women as extension staff, it is very difficult to reach the women in rural areas, because 
of their traditional ways and customs. If we have men as extension staff, they may not be 
able to reach women or even convince them. Also, it is not enough that we recognise that 
women should receive the fruits of their labour but we should recognise that technology 
must reach the proper person who is involved in the activity. For example, in the case of 
artificial insemination, it is women who are near the animal and who take the decision to 
send the animal for the insemination. So I think, unless technology reaches the proper 
user, it is not going to have the expected results. Yet another aspect is that once the 
income goes into the hands of the women, the family will enjoy the fruits. You may ask 
why it cannot go to men. But you must have read about the anti-arrack movement in 
Andhra Pradesh. Many men spend heavily on toddy, gambling and sO on, whereas 
women mostly use money for their children’s welfare and their family consumption. 
From the point of view of the Dairy Federation, or the unions, too, reaching technology 
to the women ensures better quality and quantity of the milk. | 


Further, in the process of organising co-operatives, members are helped to become the 
decision makers. A co-operative is meant to make the real producers as the decision 
makers. So therefore, when the women are the main producers, I think they should play a 
role of decision making. I think that this is possible only through the co-operatives. That 
is why the attempts in forming Women’s Dairy Co-operatives were started. At present, 
we have 300 such co- operatives in Andhra Pradesh. 


9] 


There are two schemes funded by international organisations, one by Ford Foundation 
and the second is by the Netherlands Government. We have 300 co-operatives with 


20,000 women members. 


The first achievement came in 1983, when we went and asked the women to enrol as 
members. They had no confidence and they had many questions to ask. When we went 
to meet the same women in Chittoor District in 1992, after knowing that they stood for 
elections in seven mixed societies, where majority of the members were men and won 
the elections, we noticed that they were very unhappy. On being asked why they were 
unhappy, they said: Out of the 500 co-operatives of Chittoor District 110 are women s 
societies i.e., 22% of dairy co-operatives in Chittoor District are women’s Co-operatives. 
Even though we form 22% of the dairy co-operatives in the district, even though the 
milk procurement of the district is 22% from our societies, still we are not given the 
place we deserve at the District level or the Union Board. The Union Board consists only 
of men. Their recognition that they have a right to sit at the district level, was very 
educative for us. They may not have the statistics, but the feeling they have, the 
confidence they showed to us, gave us courage to go ahead with similar work in other 


districts. 


In Nellore District, which is the pioneer in the anti arrack movement, women formed ten 
women’s dairy societies on their own. They said that when the Chittoor women or 
Prakasam women can form societies why we cannot do the same? Initially when the 
societies were started in Chittoor, Krishna and Prakasam, they had one woman member 
on the board at the district level. But our main worry started when political parties 
entered into the co-operatives and they contested the elections as political parties. The 
women were totally sidelined. Now there are no women in the Chittoor Board even 
though 22 % of the co-operatives are in women’s hands. Even in Prakasam, though they 
have 60 women’s dairy societies, which is almost 20% of the total societies, women 
were not taken into the board. People at the top level like the Chairman see women 
leaders as a threat to their own position. Women are, therefore, restricted to the primary 


society level. They are not allowed to grow further, into other levels where they can play 
a major role in decision making. | | 


As far as the recognition for the women’s role in dairy co-operatives is concerned, I 
think, by now all states should have been given such recognition. I do not mean to say 
that women’s societies should be formed in all the areas but definitely in the areas where 
they are the main producers, they should play a major role. But what we see is that even 
in areas where 90% of dairying is done by women, they are not recognised as producers. 
When you call a dairy co-operative a milk producers’ co-operative, who do you think are 
the producers? If you think of women as producers, let them be enrolled as members. If 
you think men are producers, let them become members of societies. 


Homer S dairy co-operatives in Andhra Pradesh should no longer remain a small 
example. The right of women to become members in co-operatives as producers, should 


bec idespread. Daj me : 
eer widespread. Dairy co-operatives should be either of women alone or mixed 
membership where men and women can participate together. 


It is unfortunate that the Andhra Pradesh St 


ee ate Government amended the co-operative 
aw recently to 


have two women nominated to the managing committee of all 


Q? 


co-operatives at the primary level. If you have a nine member committee, out of which 
the ruling party has only 4, by nominating 2 more, they can get six members of their 
Own party and elect their own Chairman and control the co-operatives. This is the only 


idea in nominating two women. One cannot guarantee that this will be good for the 
CO-operatives. 


Instead of recognising women as dairy producers, or sometimes even the main dairy 
producer; instead of creating opportunities for making them members of dairy 
_ CO-Operatives in their own right, all the way up to the federation level, the government 
has chosen to provide a concession to women by nominating them to the board. And, the 
larger question remains: How do we ensure that women enter co-operatives in their own 
right and assume decision making roles in their own right and not as a concession, not as 
tools to someone else’s political agenda. 


N.Aruna Kumari is Programme Co-ordinator (Women’s Programmes) with the Andhra 
Pradesh Dairy Development Co-operative Federation in H yderabad. 
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10. STRATEGIS FOR REALISING THE POTENTIAL OF CO-OPERATIVES 


IN THE COMING DECADE 

10.1. Role of Co-operatives: R.V. Nadkarni 

10.2. — Role of Government: Jayaprakash Narayan 

10.3. Role of NGOs: Rama Reddy 

10.4. Role of Management Support Institutions: B.S. Baviskar 
10.5. Role of Donor Agencies: Thomas Carter 


Role of Donor Agencies: K.K. Dhingra 


10.1. ROLE OF CO-OPERATIVES IN THE WAKE OF THE NEW ECONOMIC 
POLICY OF THE GOVERNMENT OF INDIA | 


R.V.Nadkarni 


After independence, the government of India adopted a policy of planned economic 
development of the country. The ultimate stated objective was to build a’ socialistic 
co-operative commonwealth. The process was to extend the public sector to the 
commanding heights of the economy and while permitting the private sector in the rest 
of the economy, to encourage the co-operative sector wherever possible, particularly in 


agriculture and agro- based industries, village, cottage and small-scale industries and 
distribution of consumer goods. : 


As a part of the plan, the government fixed priorities, allocated public resources, 
regulated private enterprise, and provided assistance to the co-operative enterprise by 
way of preferential treatment in the matter of granting permits, licences and contracts 


and by way of loans, Subsidies, guarantees and concessions and even contribution to 
equity capital. 


Under the new economic policy, private enterprise is being deregulated, public 
investments are being withdrawn and assistance to co-operatives particularly in terms of 
preferential treatment, concessions, loans and subsidies is being reduced and may 
eventually be discontinued totally. 


In the changed situation, co-operatives will be increasingly exposed to competition from 
private enterprise and government financial Support will not be available to them. 


How should co-operatives meet this situation? So far, at least, the response of the co- 
Operatives has been pathetic. They have been pleading that the government should 
continue to regulate private enterprise at least where it affects co-operatives and also 
continue other forms of assistance to them, because co-operatives are primarily of the 
weaker sections and to meet the ends of social justice. They argue that the weaker 
sections and their institutions - the co-operatives, should continue to be supported by the 
State. They also ask for removal of various restrictions placed on co-operatives by the 
co-operative law which reduce the competitive capacity of co-operatives. 


While impressing upon the government what it should do, co-operators have not yet 
started considering what they themselves should do to meet the new challenges. In fact 
co-operators ought to address themselves to the task of working out their own Strategies 
instead of frittering away time and energy appealing to the government. 


The first and foremost task of the co-operators must be to build up their internal 
resources to replace the government’s financial support and to build up their own 
financial strength. Members’ deposits and members’ contribution to the equity of the 
co-operative are two means of building up financial strength. 


On the question of increasing equity capital, suggestions have been made that incentive 
for contribution to equity capital must be provided by removing the restriction on the 
rate of dividend that co-operatives can pay on share capital and that co-operatives must 
be given the freedom to raise equity capital from the capital market. These suggestions 


94 


are probably made owing to an inadequate appreciation of the objective of the 
co-operative and of the economics of operations undertaken by co-operatives 1n meeting 


those objectives. 


The objective of the co-operative is to provide to the members economic services needed 
by them qua producers, workers or consumers On as favourable terms as possible. In 
monetary terms this means charging as low a price as possible for goods supplied to 
them or paying as high a price as possible for the goods procured from them for 
marketing or processing or by paying as high a wage or salary possible for the work put 
in by members. The co-operative can pay a dividend on equity capital only by reducing 
monetary benefits with respect to the services provided by it to its members. So long as 
the contributors to the equity capital are also the users of the services provided by the 
co-operative, it might be immaterial whether they get the monetary benefit in terms of 
the service utilised by them or in terms of the return on the equity capital contributed by 
them. But since their objective in forming or joining the co-operative is to obtain 
services rather than to get a return on the investment, the members should prefer to get 
monetary benefit in respect of the service rather than in respect of the equity capital. 
Should those who do not need and do not use the services of the co-operative be allowed 
to contribute to equity capital? Their sole interest in the co- operative will be to get the 
highest possible return on the equity capital contributed by them though this can be done 
only by reducing the monetary benefit related to the service provided to the members 
needing and using the services. Therefore, removing restrictions on the rate of dividends 
that co-operatives can pay on the equity capital and permitting co-operatives to raise 
equity capital in the capital market from those who may not need and use the services of 
the co-operative will be contrary to the objectives of the co-operatives. It is therefore 
important for the management and members of the co-operatives to be fully aware of the 
objectives of their co-operatives and the economics of their operations in meeting those 
objectives. They should consider suggestions for removing the restriction on the rate of 
dividend on equity capital and on the issue of equity capital in the open market in the 
light of the objectives of their co-operative. 


Another suggestion made for increasing the financial strength of co-operatives is that 
. Successful co-operatives should now issue shares at a premium just as the Joint Stock 
Companies do. The amount of premium so collected could be a valuable addition to the 
finances of the co-operatives. The question is whether this too is consistent with the 
objectives of the co-operatives. Those applying for membership and share capital in co- 
operatives do so not as an investment proposition but because they need the economic 
Services provided by the co-operative. They apply for the shares because the members 
requiring the services have themselves to provide capital needed by the co-operative to 
provide the services. Co-operatives are expected to rescue members from economic 
exploitation. Should the co-operatives demand premium on the shares from new 
members, would it not amount to exploiting the need of these members? Would it be 
consistent with the objectives of the co-operatives to exploit those seeking its services? 
While the members could be prevailed upon to contribute additional shares to strengthen 
the mode base of the co-operative, charging a premium to new applicants for 
membership and shares would appear to be repugnant to the very objectives of the 


95 


Co-operatives. This aspect needs to be seriously pondered over while considering this 
Suggestion. 


Apart from these Suggestions aimed at augmenting the financial strength of 
cO-Operatives another Suggestion made to secure increased business turnover for the 
Co-operative is to permit the Co-operatives to transact business with non-members as 
well. The concept of Co-operation is that a co-operative is to serve its members. This is 
not observed by co-operatives in many areas. The co-operative law in India prohibits 
co-operatives from lending or allowing credit to non-members, but does not prohibit 
other dealings such as supplying goods to non-members or procurement of goods for 
Sale or processing from non-members, or employment of non-members. Apart from the 
provisions in the co-operative law jn India, the practice in co-operatives in many 
countries has been to extend services to non-members also. This is justified on the 
grounds that the non-members are potential members and once the utility of the 
co-operative is proved, those non-members will join as members. 


Casual dealings with casual Customers cannot be justified on this ground, though they 
may not be very objectionable. But where persons regularly utilise the services of a 
co-operative for any length of time without becoming members and CO-Operatives 
continue expanding such business with non-members without any plan or effort to enrol 
such non-members as members, the question arises whether such Co-operatives do not in 
the process shed their co-operative character of service to the members. 


Another suggestion made is with reference to the management of co-operatives to make 
them more responsible and efficient so that they may face new challenges with greater 
competence and confidence. The suggestion is to do away with the rule of "one member 
one vote". The reason put forth in support of this suggestion is that a large number of 
members in the co-operatives holding only one or a few shares, having the same voting 
power as the larger share holders, makes the decision-making authority in the 
co-operative less responsible. If the share in decision making is related to the stake of 
the members in the co-operative as it is in the Joint Stock Companies, management 
might become more responsible. However, the presumption in this suggestion is that the 
degree of responsibility varies in direct proportion to the Stake, and that one holding a 
larger number of shares has a larger stake. 


It would be relevant to note here that the real stake of a member in a co-operative is not 
the amount invested by him in the share capital of a co-operative but the services he 
needs and gets from the co-operative. Therefore, there is no basis for relating the share 
in decision making in a co-operative to the share in the equity capital. But then it is 
argued that the stake need not be interpreted to be the share capital contribution. It could 
be the extent of services utilised. However, it would be necessary to bear in mind that a 
member who is economically better off may not have as great a need of the services of 
the co-operative as he would have, even as an individual, better bargaining power, 
higher staying power and other resources to fall back upon. But the economically 
weaker member would be in greater need of the services of the co-operative, and in the 
absence of other resources to fall back upon, his entire economy might be dependent on 
the services provided by the co-operative. Hence, the smaller and weaker member has a 
greater stake in the co-operative. It would not, therefore, be appropriate in a co-operative 
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to relate the share of the member in decision making to his share either in the capital or 
‘n the utilisation of the services of the co-operative. Besides, tt must also be borne in 
mind that it is not the small stake holders but the large stake holders in the Joint Stock 
Companies who are able to and do manipulate to subserve their personal interest even at 
the cost of the interests of the organisation itself. It is such large stake holders who, after 
siphoning off all the benefits to themselves, ditch the organisation when it suits them. 
This may not be possible where the small stake holders have a share iri decision making 
equal to that of the large stake holders. 


The question to be looked into is whether, if these suggestions-removal of restriction on 
rates of dividends on share capital, issue of share capital in the open market even to those 
- who do not need the services, issuing of new shares at a premium, expanding business of 
co-operatives with non-members, doing away with the rule of “one member one vote" - 
are acted upon, co-operatives will be fulfilling their objectives of providing services 
without exploitation to those who need their services? If the co-operatives do not fulfil 
their objectives, by merely seeking to augment their financial resources, making their 
equity capital an attractive investment proposition, expanding business and allowing 
higher share in decision making to the larger stake holders, will they not be converting 
themselves virtually into profit-oriented investors’ organisations like Joint Stock 
Companies? 


a 


Other suggestions that the co-operatives must be viable, must have efficient management 
which should be cost conscious, honest, and committed to the attainment of the 
objectives of the co-operatives are non-controversial. Similarly, the suggestion that 
federal structure of the co-operatives should be functionally efficient with organic links 
between the federations and the affiliated co-operatives is also non-controversial. 


So the strategies must be to build up the internal strength of every co-operative with 
deposits and equity capital from the members, strengthen the management with 
professional competence, expand business by increasing membership and _ beiter 
utilisation of services, strengthen the structure through functional efficiency of the 
federations, thereby earning the adherence of the members through efficient services. 


These strategies must be worked out in greater detail with great care and honestly 
implemented without mental reservations. 


Forming and working a co-operative is not an easy task. It involves understanding) the 
objectives, readiness to sacrifice immediate gains for securing long-term. benefits, 
discipline in dealings, and commitment to fulfil the objectives. of the co-operative which 
are, in fact, the objectives of the members in forming or joining the co-operative. Much 
depends upon the quality of leadership - how far the leaders understand their own role, 
how far they are committed, how they conduct themselves, how they motivate the other 


members to meet their obligations, and to be steadfast in their support to the co-operative 
In meeting external challenges. 


R. I asa, ee E nga 3 ‘ 
V.Nadkar ni is Retd. Professor of Vaikunth Mehta Institute of Co-operative 
Management in Pune. 
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10.2. ROLE OF GOVERNMENT 


Jayaprakash Narayan 


It is with trepidation that | speak today. I suffer from four disadvantages. First, a 
distinguished and very cerebral person like Laxmi Jain is chairing the session; second, a 
lifelong teacher of Co-operation, Prof Nadkarni, preceded me; third, very distinguished 
exponents and practitioners of co-operation like Prof Baviskar, Mr. Rama Reddy, 
Shashiji and others are in this distinguished gathering and the worst handicap of all, I 
belong to that much despised (perhaps with great justification) class of bureaucracy, a 
term which is now used in a pejorative sense, a class which has now become 
Synonymous for (in Laxmi Jain’s very expressive, choice words) ‘woodenness, 
insensitivity and obduracy’. Being under these very formidable handicaps as I am, I will 
try to make a brief presentation on the role of Government in realising the potential of 
co-operatives in the coming years. 


In the morning, as I heard Mr. Laxmi Jain, | was reminded of a sanskrit Saying 
"PARISHTA TALANA DANTHA BHANGAHA". Literally, it means that when you hit 
on the back, the teeth will fall and this Saying expresses the absence of a causal 
relationship between two events. As Laxmi Jain explains, Kamaladevi Chatopadhyaya 
and her band of intrepid workers approached Pandit Nehru and sought his intervention in 
registering a co-operative for the refugees from the then West Punjab. I understand on 
good authority (Kamaladevi herself stated in one of her interviews), that despite Pandit 
Nehru’s intervention, it took a considerable amount of time and effort to persuade the 
Government machinery to register the co-operative. Clearly, Prime Minister or no Prime 
Minister, the Indian bureaucracy was upto its tricks even in those heady early days of 
independence. Perhaps if Nehru had drawn the correct inferences from that episode, we 
would not be meeting here today to discuss the role of Government in realising the 
potential of Co-operatives. | 


Nehru, more than any other leader, Shaped our national policies of the past 
half-a-century. On the whole, he had his way in policy making, even though many of the 
objectives were not fulfilled to the desired extent. Given his towering personality and 
Stature, Nehru by and large succeeded in shaping our national policies in most areas-with 
two significant exceptions. One of these exceptions turned out to be our good fortune, 
the other one our mis-fortune. Collectivisation of farming was one of Nehru’s dreams, 
and fortunately for India, he failed in that mis-adventure. Consequently, we as a nation 
are at least able to feed ourselves today. In another arena, Nehru’s failure has been tragic 
for the country. He wanted to reshape the bureaucracy immediately after independence. 
Sadly for the country, Nehru did not carry the day and it was Patel’s word that prevailed 
on this issue and the Indian bureaucracy largely remained intact. We are still suffering 
from the ill-effects of that failure and lack of foresight of all those distinguished freedom 
fighters and leaders of this nation in those important early years. This failure could not 
be corrected subsequently, because later on we hardly had leaders; we only had people 


who occupied positions of office. 
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Be that as it may, it seems to me somewhat paradoxical that we are discussing the role of 
Government in any endeavour at all, leave alone in co-operatives. Sadly, the dream of 
the State withering away seems to be coming true in the country in more senses than 
one, though not in the way it was intended, but certainly in ways that are quite disastrous 
for our future. 


Given this scenario, I can only say that the Government has only three things to do to 
further the progress of co-operatives. Firstly, "FOR HEAVEN’S SAKE, GIVE US 
GOOD GOVERNANCE". Without good governance, there cannot be peaceful, orderly, 
democratic activity. 


Second, we maintain, "GET OFF OUR BACKS". We do not want Government role of 
any kind in co-operatives - no share capital, no restrictions on registrations, no 
guarantees, no compulsory byelaws, no control, no auditing and in general, no 
unwarranted interference whatsoever. Co-operatives by definition are self-reliant, 
autonomous, democratic, decentralised institutions formed voluntarily by a group of 
citizens for a lawful common economic purpose and run in accordance with the 
principles of co-operation. Once the nature of a true co- operative is clear, it necessarily 
follows that the Government has no role whatsoever in the affairs of a co-operative. If 
we believe that the Government has to intervene in the affairs of a co-operative and 
monitor and control it closely, on the ground that the members of the co-operatives are 
incapable of protecting their own interests, such a belief is the negation of democracy 
itself. If we believe that we can elect our heads of governments and leaders at the Union 
and State levels through a political process in a wise and mature manner (every 
victorious party and leader claims that the people have enormous wisdom in electing 
them!), then we must also admit that these very wise people are capable of governing the 
affairs of their own little co-operative or local body. Once we recognise that the people 
of India are the sovereign masters of their own fate, and are capable of electing the 
governments of their choice, it follows that they are equally capable of electing their 
own leaders in the local bodies and co-operatives and they can be fully trusted to run 
their own lives, and protect their own interests. Therefore, the message is loud and clear 
"GET OFF OUR BACKS". We will take care of ourselves, subject to the reasonable 
restrictions on our freedom of action, as outlined in the fundamental laws of this nation. 


Third, let there be NO DISCRIMINATION IN TREATMENT. Once we say that the co- 
Operatives are free, voluntary, private enterprises run by members themselves in a 
democratic manner for a lawful purpose, then obviously the government cannot treat 
them in any manner different from other enterprises. The co-operatives then cannot seek 
any Special treatment nor can the Government impose any special burden on them. The 
right to self-governance, and responsibility for their own affairs are the two sides of the 
Same coin. The government is not obliged to help co-operatives financially and the 
Co-operatives are not bound to follow the dictates of the government of the day, in 
turthering its objectives. Any assistance from the government to any co-operative in 
fulfilling the government’s objectives will have to be a voluntary arrangement between 
the State and the institution concerned on the basis of a mutual agreement. 


To my minc : : ee : 
ery oo these three pre-requisites of good governance, non-interference in the 
¢ c S ‘@) bs - oe } ¢ - be S 
pikes © Co-operatives and equality of treatment are self-evidently vital for the 
Of Co- ratives ane ee ‘ 
Operatives. My presentations should really end at this point. However, 
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bureaucracy is not known for its clarity of purpose. Bureaucracy thrives in the grey area 
and is under check when things are clearly black and white. Therefore, permit me to 
proceed further and obfuscate a few matters and transgress into the arena of larger public 
policy. 


Mr. Laxmi Jain made a very important observation a few minutes ago: that the new 
development envisaged is, and ought to be one of agro-led industrialisation, as opposed 
to the Mahalanobis model adopted so far. Given this imperative, it may be useful to 
understand the nature of the crisis engulfing rural India today. I will be brief: we have 
67% of the population in villages depending on agriculture, sharing only 32% of the 
national income. This share is steadily declining by about 0.5 to 1 percentage point every 
year. Therefore, the per capita income of the urban Indians and of those in 
non-agricultural occupations is 4 to 5 times that of rural Indians depending on 
agriculture. We have here a potentially explosive situation with devastating 
consequences to our polity, economy and society. Unfortunately, we do not seem to have 
come to grips with this enormous problem at all. 


Then, we have the problem of terms of trade being largely unfavourable to the rural and 
agricultural sector. Several] people have talked about it, sometimes with a great deal of 
missionary fervour and on other occasions with greater sense of balance and depth. I will 
only give a few illustrations. Mr. Jain and others are talking about the public distribution 
system. The underlying assumptions of a good public distribution network is that the 
poor in the country are compelled to bear a disproportionate burden of liberalisation and 
therefore they need a security net to withstand the vagaries of transition. However, the 
reality of the public distribution System is somewhat disappointing. I understand that in 
one South Indian Office of the State-owned Food Corporation of India, there are 8 
drivers for a vehicle, and all 8 of them are drawing overtime. The story does not end 
there. They are drawing the overtime even when the vehicle is in the garage for repairs. 
This may be an extreme example. Nevertheless it illustrates clearly the sometimes 
unbridgeable gulf between false proclamations and harsh reality. To have a deeper 
appreciation of the public distribution system, it may be worthwhile to compare the per 
capita supply of food grains in urban and rural environment. In Delhi city, where the per 
capita income is the highest in the country, the per capita supply of food grains through 
public distribution system channels is 10 Kgs per month. In rural Bihar, admittedly 
among the poorest in the world, the per capita supply of food grains through public 
distribution system is 0.6 Kgs per month. So much for the public distribution system 
acting as a security net for the poor! There cannot be a more glaring illustration of the 
terms of trade being unfavourable to the villagers. Similarly, if we take the ratio of per 
unit fertiliser cost to the prices of per unit output of food grain, India has the highest ratio 
among all major economies in the world. This simply means that to purchase a unit of 
fertiliser, the farmer has to sell the highest quantity of food grains. Not surprisingly, 
agricultural productivity in India is among the lowest in the world. 


Agricultural productivity has been somewhat stagnant in recent years in the country, 
causing serious concerns. To compare, China, which despite its larger geographical a 
has only 100 million hectares of arable land but produces about 400 million tonnes of 
food grains. India, though much smaller geographically, accounts for 140 million 
hectares of arable land which is roughly 12% of world’s agricultural land. However, we 
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only produce about 170 - 180 million MTs of food grains. The much-talked-about green 
revolution in India really meant a compounded annual growth rate in food grains 
production of 2.1%. The growth rate in agriculture in many Asian economies in the past 
3 or 4 decades is 6 - 8%. Low productivity, which is the main cause of reduced share of 
agriculture in national income, is directly attributable to poor harnessing of natural 
resources and inadequate infrastructure development. 


We have a serious problem in rural infrastructure. If we compare urban areas with the 
rural ones, they have a vital advantage in six areas: transport, power, communications, 
education, health care and job opportunities. Inevitably, the poor rural infrastructure and 
low incomes result in the demographic pressures in urban areas, particularly in small and 
medium towns with all the attendant sociological consequences. 


No other nation wastes its natural resources as much as India. In a country which is 
predominantly agricultural and in which 72% of the land is unirrigated, we are yet to 
have a meaningful watershed development programme, notwithstanding the so called 
drought-area programmes. As a result, annually, about 6000 million MTs of soil is 
eroded, depriving our farms of natural fertility, and silting up our water courses and 
reservoirs. Capital formation in agriculture, which is so vital in harnessing natural 
resources, has been declining steadily. Just two decades ago, it was about 20%, and 
today it is only around 5%. There is an actual decline in the real capital formation and as 
a result about 70% of Indians have access to only 5% of capital resources. Consequently, 
productivity, value addition and creation of employment avenues in villages are all 
neglected. 


In India we have today about 26 million workers in organised sector. Of them 18 million 
workers are employed in Government and Public Sector and the rest of them in private 
sector. In the last decade, there is no addition to our organised work force. In contrast, in 
China, in the last decade alone, about 68 million new jobs have been created in rural 
areas - good, solid, wage-earning jobs in the organised sector, through what are called 
the township-village enterprises (TVEs). In addition, the Chinese planners hope to create 
a further 160 million jobs in the coming decade. These employment figures alone, more 


than anything else, tell us how far we have to go before we are sure of building a 
peaceful, orderly, democratic nation. 


Given this extremely depressing rural scenario and the resulting crisis in our economy 
and polity, the government has to address itself to the fundamental needs of our rural 
economy. As Mr. Jain pointed out, we have to make the small man and his institutions 
more competitive, and we have to bring about economic and political decentralisation. 
The Chinese example has taught us that even in an otherwise totalitarian, centralised, 
political system, economic decentralisation can bring about spectacular results. 


Co-operatives have a tremendous role along with government in harnessing our natural 
resources. The lift irrigation co-operatives in Maharashtra and the people’s initiative in 
parts of Andhra Pradesh like in Prakasam district to utilise water resources, have been a 
phenomenal Success. We can replicate these efforts on a very wide scale and utilise our 
very considerable water resources untapped so far. The role of co-operatives in building 
- ee physical infrastructure is quite well known and well understood. But even in 
ocial infrastructure - education and health care, increasingly throughout the world, there 
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iS a recognition that people must have a greater Say in designing and maintaining these 
services. In primary education and primary health care, the government will have the 
decisive responsibi lity. However, once resources are made available by the government, 
actual control of services can be taken over by the community and the co-operative 
model is fully suited to achieve this control. Similarly, in upgradation of technology in 
rural areas, particularly in the case of improved tools for artisans and agricultural tools 
for greater productivity and elimination of drudgery, co-operatives have an important 
role. As some one remarked, after Akbar the Great, during whose period the spoked 
Wheel was introduced for the bullock carts, there has hardly been any technological 
revolution in agricultural tools in India. Chinese example again shows that it is possible 
to transfer technology to villages even in a backward, oriental society. Introduction of 
relevant agricultural technologies like bio-fertilisers, vermiculture, integrated pest 
management, biological control of pests and sustainable agriculture in the form of 
permaculture can all be propagated through the co-operative model. 


As I stated earlier, if we are to reach our full potential as a nation, we must destroy the 
bureaucratic leviathan that is eating into the vitals of our society, Our economy and our 
democracy. We must de-bureaucratise our polity and make our not-so-civil servants 
accountable to the public. In order to accomplish this, we must reduce their misplaced 
sense of security, breeding arrogance and tyranny, and we must break the nexus between 
bureaucratic assignments, postings and political patronage - a nexus that has become 
destructive of our polity and administration. In Short, we have to improve the quality of 
Our governance. 


Many remedies and creative solutions are available to get us out of our predicament 
today. These alternatives can be implemented peacefully and democratically, if only our 
political masters and the entrenched establishment have the will, vision and courage. I 
have no doubt that the people of India are ready for a fundamental restructuring of our 
polity, economy and society. Democratisation of our polity, decentralisation of our polity 
and economy, de- bureaucratization of our society and speedy and efficient justice are 
wholly attainable and absolutely vital national goals. Without these steps, the freedom 
and the fundamental rights enshrined in our constitution would be meaningless. If we go 
on merely tinkering with our system, if we continue to delude ourselves that small . 
incremental reforms here and there are adequate to meet the grave crisis that we face 
today, then we are living in a fool’s paradise. We have to recognise that a few isolated 
reforms will not be enough to change the situation, because there is so much darkness 
and evil engulfing these small incremental reforms. Without the holistic, peaceful, 
democratic transformation of India, individual incremental reforms, no matter howsoever 
desirable they are, will not yield the desired results. In the process the desired reforms 


will also get a bad name. 


A time has therefore come for an all-out effort in a peaceful and democratic manner for a 
holistic transformation of our society and polity. To my mind if we do not accomplish 
this transformation in the near future, there are three grave dangers facing the Indian 
polity. Firstly, the unbearable strains that are developing out of the gulf between promise 
and performance and the rising expectations and their non-fulfilment are bound to throw 
our society deeper and deeper into violence, blood-shed and anarchy. Already there are 
signs of anarchy in various parts of our country. While the nature of violence may vary 
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depending on local circumstances, the degree of violence Is very much on the increase 
throughout. Soon a stage may come when there is no predictability of human pehaviour 
in our society leading to a total breakdown of order. Most citizens will be victims of 
fear, uncertainty and gloom, thus negating the very concept of the State. The second 
danger is that of fascism. Many Indians, including otherwise well-mea pane democrats, 
may come to believe that peace and order are preferable to violence and anarchy, and 
therefore may only be too willing to barter their freedom and democracy in the vain 
hope of buying peace and ordering. Such a state is nothing but fascism. Mercifully, the 
complexity of India and the plurality of our society may ensure that even a fascist state 
cannot be efficient, and will not be able to survive for long. However, there is bound to 
be enormous strife in the process. The third danger is that of balcanisation: Many Indians 
may come to believe that if they cannot reform this vast, highly centralised Indian polity, 
they would be better off by seeking their future in a small corner of this vast 
sub-continent. The centrifugal elements may become unbearable unless we as Indians 
prove that we are capable of meeting the responses and challenges within the India 
Union. 


All these three dangers - anarchy, fascism and balcanisation - are very real and inherent 
in our present crisis. However, these dangers can be averted if only we undertake a 
heroic struggle for a peaceful, democratic transformation of India. The sanskrit concept 
of KAMBALA BHOJANANYAYA suggests that, it is futile to lament that there is hair 
in the food while eating on a dirty blanket. As long as the blanket is not changed and a 
clean plate is used instead, one cannot have clean food. 


Despite this very depressing scenario, as a great optimist, I am confident that the people 
of India are fundamentally sensible and are essentially good natured. The values of our 
society are not inferior to that of any other society. We have the same values as our 
ancestors and as other societies. We have, however, created a structure that did not 
reward good behaviour and did not punish bad behaviour. A perverse situation has 
therefore arisen in which the majority have come to believe that whatever is expedient is 
also right. We, as a people may be prone to narrowness and stupidity, prejudice and 
violence and indiscipline and disorder. However, more importantly, we are also capable 
of wisdom, large-heartedness and hard work. In short, we are not different from the rest 
of the world, except that we have not given ourselves a fair chance. We will be able to 
give ourselves this chance if we pursue an agenda of democratisation, decentralisation, 
de-bureaucratization, and speedy and efficient justice. If only the many hundreds of 
Indians who possess certain qualities - greater perception of the larger reality of our 
society and polity, integrity, proven record of service in their chosen fields that lends 
credibility to their work, a passion for fundamental reform, and the courage to face the 
travails of Indian transformation - if only they all get together and work for India, our 


society will respond as never before, and our future generations will enjoy peace, 
tranquillity, freedom and harmony as never before. 


ah Aik ts Managing Director of A.P.State Co-operative Bank and 
P.Co-operative Central Agricultural Development Bank in Hyderabad. 
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10.3. ROLE OF NGOs 
Rama Reddy * 


Co-operatives are, more often than not, untouchables where NGOs in India are 


concermed. They are little understood, very undermined and their potential to contribute 
to development treated Suspect. 


Through this paper Samakhya tries to 


1) briefly present its perception of why NGOs are perhaps wary of 
CO-Operatives 


2) examine the contribution that the co-operative form of enterprise can and 
Cannot make to the NGO agenda 


3) explore the contribution that NGOs can make to co-operatives to help them 
realise their potential. 


Co-operatives and NGO Reluctance 


In their search for viable and sustainable development processes, NGOs often ignore 
co-operatives and for that matter, local self governments. Some of the possible reasons 
for this reluctance on the part of NGOs to work with and for these institutions might be: 


l. Co-operatives and the Panchayati Raj system appear insensitive to the needs 
of the people whom in NGOs wish to serve. 


2. To NGOs, they appear corrupt and unaccountable and inappropriate 
contributors to development. 


2, Co-operatives in turn, appear wary of NGOs, NGO motivation and NGO 
potential to mobilise the poor and be and create alternate power centres. 


4. NGOs have urban bias and cannot understand rural institutions not created 
by or accountable to them. 


ai NGOs believe the ills of co-operatives to be inherent to their design and 
therefore, reject the design. 


6. NGO skill lies in dealing with the marginalised and not with mixed groups 
of people. 


es NGO skills lie in service provision and in awareness building for demanding 
of services; not in management of a political, financial or businéss 
environment. Further, it has the skill to raise and develop resources for the 
former, and is less confident of mobilising resources for the latter. 


alf af C srative De > ‘oundation (formerly known as Samakhya ) in 
* Paper presented on behalf of Co-operative Development F ( y ya ) 


Hyderabad. 
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8 NGOs are not sufficiently committed to institution building, especially to 
building of grassroots democratic institutions. 


9. NGOs are interested in demonstration, not enough in replication or spread. 
They have their own agenda to fulfil and find it simpler to pursue this agenda 
directly, rather than searching for collaborators and developing working 


relations with them. 


10. | NGOs value co-operatives and Panchayati Raj institutions, but feel that the 
conditions under which they work are so vitiated, that they would much 
rather work outside of these. 


On many of these counts, from time to time, Samakhya has caught itself shying off 
collaborating with others, especially with such peoples’ organisations as by law have 
become subservient to state and/or union government and, therefore, it seems necessary 
to look a little deeper into NGO-Co-operative relationship and see whether each can 
contribute to the other. 


CO-OPERATIVE CONTRIBUTION TO NGO AGENDA 
Can co-operatives contribute to the NGO agenda? 


While details of agenda of each NGO can vary widely, it may not be presumptuous to 
say that most NGOs are committed to ensuring that every marginalised individual has 
sufficient opportunity to define development, to influence others and get influenced in 
refining/reviewing this definition, to choose how he/she wishes to contribute to and 
benefit from development, to be able to access, mobilise and develop the resources 
required to make that contribution and to make that contribution. 


By design, a co-operative requires its members to define the economic and social 
development that they seek for themselves through the co-operative, to refine and review 
this definition from time to time, to decide the contribution from and benefit to each 
member and together to harness, develop and manage the resources required to attain the 


development sought. (See attached extract from rules of International Co-operative 
Alliance.) | 


By definition, a co-operative form of organisation, even while respecting the role of 
capital in the provision of services, gives it neither control in decision making nor a 
Share in any surplus. Those privileges it gives to the users of the services, that is to those 


whose needs gave birth to the co-operative, that is, to its members in their role as service 
users, not in their role as capital providers. 


At a time when capital is being projected as central to development and, therefore, 
providers of capital are being given a more liberal environment to work in, when fair 
competition is being projected as a malady for most ills, it becomes even more important 
to ensure that the co-operative environment does not remain obstructive, that the 
competition that co-operatives can offer, the alternative that they are, is not precluded - 


tha ° > ° 3 ° ies » ° 1 
at liberalisation is not only for investor controlled enterprise, but also for user 
controlled ones. 
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Where then are the gaps between an NGO agenda and a co-operative agenda? 

1. The NGO chooses who it wishes to serve, who it wishes to work with, whereas 
ina Co-operative, members choose who other members will be and this choice 
may or may not fit with the choice of the NGO. Whereas the NGO choice js 
often based on caste, gender and class consideration, these may or may not be 
relevant in a Co-operative, where the common bond is an occupational or other 


economic need, felt by members, more often than not, cutting across caste and 
class. 


ps The NGO analysis often places the responsibility for inequalities on 
maldistribution and works for redistribution of that which is already available/ 
organised. It, therefore, requires someone (the government/ the more 
privileged) to give or be made to part with something, in order that the 
marginalised may receive. The co-operative recognises that reorganisation is 
required, that its own members will have to take the lead, that there is much 
which is not readily available/organised, that it can move into spaces not yet 
occupied or poorly occupied, that reorganisation is more satisfying, more 
logical, inevitable, when it is the result of Successful co-operative action than 
when it is offered as a concession. 


a Co-operatives use the democratic process to throw up leaders. NGOs do 
subscribe to this process, but since they have problems with the mixed nature of 
the electorate, they have problems with the leadership. Further, while 
co-operatives rely on the democratic process to resolve conflict, NGOs fear that 
the democratic process can be undermined by the more privileged and are 
conscious that a majority decision is not always the best decision. ) 


4. Co-operatives judge their leaders by their ability to fulfil the stated objective, 
while NGOs judge them on several counts related to their own larger perception 
of how people in public office ought to behave. 


NGOs work in an environment which does not place too many unreasonable conditions 
on them and find co-operatives so rigidly bound by legislation, that they believe that it 
does not matter what the co-operative agenda is - it cannot be fulfilled. NGOs, therefore, 
choose to work outside the co-operative legislative framework even if they do work in 
part with co- operative processes, and choose not to term as "co-operative" the groups 


they work with. 


NGO contribution to Co-operative agenda 


For NGOs which wish to address the larger financial, business and_ political 

environment, co- operative processes offer an excellent opportunity. Co-operative 

processes, when successful, result in decentralisation of control over resources and in 
SSeS, Ss! 


greater accountability for use of resources. 
For NGOs, however, to use to advantage the co-operative processes, several measures 
might need to be taken. 


1 NGOs would need to understand co-operative theory as it stands, in order to 
differentiate between flaws of design and flaws of practice. An understanding 
of the theory would also help understand the potential and the limitations. 
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NGOs would need to understand co-operative policy and legislation, in order to 
differentiate between internal and external hindrances to Success. 


NGOs would then need to choose to work with co-operative processes within 
the existing legislative environment, or outside of it, or not to work with these at 


all. 


In the event of choosing to work with co-operatives within the co-operative law, 
NGOs would need to spend considerable effort in working for changes in law — 
and in court interpretations of co-operative and related laws. 


In choosing to work with co-operatives inside or outside of co-operative law, 
NGOs would need to withhold from interfering in the internal processes of the 
co-operative including member admission, leader selection etc.. 


NGOs could, however, educate members of co-operatives about their own 
agenda, and help design systems to increase accountability, to increase the 
likelihood of responsible leadership emerging. NGOs would also need to learn 
to make co- operatives want such systems. 


NGOs would need to equip themselves to move from positions of doing, to 
positions of enabling; from positions of controlling to positions of influencing, 
from assisting people in obtaining services to ensuring that they design and 
develop and control services required by them. 


NGOs would need to understand better financial, business and political systems. 


NGOs would need to get committed to organisation building, to learn to be 
detached without abdicating responsibility. 


NGOs would need to ensure that the word "Co-operative" is correctly 
understood, or have it replaced by another more suitable word, so that genuine 
"co-operatives" are easily distinguishable from those so only in name. 


For NGOs which are searching for structural changes which provide for ample 
Opportunity for every individual to lead a wholesome life, co-operatives offer an 
excellent opportunity for development of leadership at grassroots, for practice in 
demanding accountability and being accountable, for practice in systems design, for 


practice in democratic functioning, for a shift from a culture dependent on "parental" 
control to a culture of peer control. 


Rama Reddy is Secretary of Co-operative Development Foundation, (formerly known as 
Samakhya) in Hyderabad. 
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PRINCIPLES OF CO-OPERATION 


(Extract from Rules and Standing Orders of International Co-operative Alliance) 


social betterment of its members by means of the exploitation of an enterprise based 
upon mutual aid, and that it conforms to the Co-operative Principles as established by 


the Rochdale Pioneers and as reformulated by the 23rd Congress of the International 
Co-operative Alliance: 


i) Membership of a co-operative society shall be voluntary and available without 
artificial restriction or any social, political, racial or religious discrimination to 
all persons who can make use of its services and are willing to accept the 
responsibilities of membership. 


li) Co-operative societies are democratic organisations. Their affairs shall be 
administered by persons elected or appointed in a manner agreed by the 
members and accountable to them. Members of primary societies shall enjoy 
equal rights of voting (one member, one vote) and participation in decisions 
affecting their societies. In other than primary societies the administration shall] 
be conducted on a democratic basis in a Suitable form. 


ili) Share capital shall only receive a Strictly limited rate of interest, if any. 


iv) The economic results, arising out of the operations of a society belong to the 
members of that society and shall be distributed in such manner as would avoid 
one member gaining at the expense of others. 


This may be done by decision of the members as follows: 

by provision for development of the business of the co-operative; 

by provision of common services; or 

by distribution among the members in proportion to their transactions with the 
society. 


(v) All co-operative societies shall make provision for the education of their 
members, officers and employees, and of the general public, in the principles 
and techniques of co-operation, both economic and democratic. 


(vi) All co-operative organisations, in order to best serve the interests of their 
members and their communities shall actively co-operate in every practical way 
with other co-operatives at local, national and international levels, having as 
their aim the achievement of unity of action by co-operators throughout the 


world. 
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10.4. ROLE OF MANAGEMENT SUPPORT INSTITUTIONS * 
B.S.Baviskar 


The pioneers of the co-operative movement everywhere, including India, from the 
beginning, laid a great emphasis on what they called member education and employee 
training. They believe that the co-operative enterprises which they had set up were based 
on different principles - economic, political and moral - and required different business 
practices. In order that the co-operatives functioned efficiently, it was essential for 
members (and their elected leaders) and employees to be trained suitably for managing 
the new organisations. From the early days co-operatives have followed the practice of 
setting aside a portion of their profit/dividend for educational purposes. In most parts of 
India this amount goes to the state/district co-operative unions who are assigned the task 
of education of members (and their elected representatives such as the members of the 
Managing Committees or boards of directors) and training of employees to facilitate the 
working of the co-operatives. 


As the business activities and other functions of co-operatives became complex and 
enlarged, a need was felt to upgrade the levels of education and training, taking into 
account the developments in the field of business management which imparted new 
skills to suit the changing business environment. This is the background to the setting up 
of the Vaikunth Mehta Institute of Co-operative Management at the national level and 
the co-operative training colleges at the state levels. These colleges and institutes impart 
training both to new recruits and to in-service personnel, besides educating co-operative 
members and their leaders. 


Although these training institutions have fulfilled a certain need during the last few 
decades, one gets the impression that most of them have carried on their activities in a 
routine manner without any attempts either to inspire or to innovate. Seen against this 
background the establishment of the Institute of Rural Management at Anand (IRMA) in 
1980 has been a significant event in the fields of management and rural development. 
Although IRMA was not set up exclusively for training in co-operative management as 
such, co-operatives formed a major part of its agenda due to its historical links with the 
National Dairy Development Board (NDDB) and its concern for training managers for 
the farmers’ organisations in particular and rural sector in general. Within a short period, 
IRMA has matured into a professional management support institution of a high 


reputation and the co-operative sector should consider itself fortunate to be able to 
benefit from such an institution. 


In my view, there are three essential requirements for the effective functioning of a good 
management support institution. They are: 


1. professional excellence, 
ve Spirit of service and dedication and 
35 


willingness to learn from other related disciplines. Let me briefly spell out these 
requirements. 


io Tee 2 i s— 
* Editor’ . ‘ee ‘ 
itor’s Note: This is a summary of the talk delivered at the consultation on "The Future of 


Co-operatives i la” é 
perati in India" held at Bangalore in January 1993. As the talk was extempore, the author believes 
that there are inadequacies in the presentation. 


109 


First, the institution must be characterised by professional excellence. Whether it is 
dealing with new management recruits or with in-service personnel it should be able to 
impart the best possible training so that the trainees acquire the necessary skills and 
attitudes suitable for their future career in co-operatives. It should be possible to 
inculcate the same level of professional standards as those associated with the leading 
Management institutions outside the Co-Operative sector anywhere in the country. 


Second, the spirit of service and dedication is crucial. Co-operative management has to 
be distinguished from management in general. And therefore, the training imparted in 
CO- Operative management institutions has to be somewhat different from the training 
imparted in other Management institutions. This is So, because, in addition to usual 
professional skills and competence, a manager of a co-operative will require a belief in 
its cause and its principles popularly known as principles of co-operation. 


It is the conviction and belief in the co-operative principles and the philosophy 
underlying them which will create a sense of idealism and dedication. It would be stil] 
better if the manager is imbued with a missionary zeal for the tasks in hand, which 
would be helpful for his survival and effective functioning as a manager. If a manager is 
only career-oriented he/she will not last very long. He may leave the co-operative field if 
he is offered better monetary and other incentives elsewhere. 


A certain degree of idealism and missionary zeal has to be spotted among the new 
recruits for training. And these qualities will have to be nurtured and Sustained during 
the period of training. It is not an easy task for the teachers in co-operative management 
institutions to sustain this spirit among the trainees. They will have to provide the 
necessary atmosphere and the appropriate example from their own behaviour and 
attitudes. The teachers will have to demonstrate in their day-to-day interactions that they 
themselves believe in the cause of co-operation and that they are equally dedicated to the 
progress of co-operatives. 


The third requirement is concerned with the willingness to learn from other related 
disciplines and social sciences in general. This is generally lacking among the 
management institutions. It is partly a result of a narrow view of specialisation. In 
certain circles, management is viewed either as a science by itself or it is seen as the 
process of acquiring certain skills - say like engineering. One acquires the skills and 
applies them in practice. This is a narrow view of management. Since management 
involves dealing with human beings, their groups, and society at large, it has a great deal 
to learn from social sciences such as economics, sociology, political science and history. 
A degree of openness and willingness to learn from these disciplines is essential for 
management teachers and students to overcome narrow and mechanical view of the 
process of management. Unfortunately not many management Institutes are aware of 
this inadequacy of social science inputs in their teaching programmes. As a result, one 


notices a neglect of these basic disciplines. 


If one examines the work and achievements of IRMA in the light of these three 
requirements, one will have to conclude that it has done very well so far. There is no 
other example of the kind of work which IRMA is doing for the co-operative sector. 
They have the necessary professional excellence. Nobody will doubt that. In the opinion 


110 


of some experts, the quality of training at IRMA is as good as that of the training 
imparted by the leading management institutes in the country. In certain respects It Is 
even better. One of the crucial tests of this is to judge the performance of IRMA 
graduates in comparison with others. Wherever they have worked, most of them have 
shown high standards of professional competence. Moreover, many of them have also 
shown the spirit of idealism and dedication to the cause of co-operatives. Some of them 
have demonstrated missionary zeal. This is a positive sign for the future of 
co-operatives. Of course, one should not expect every graduate to be missionary, nor 
should one expect that a graduate will remain idealistically dedicated to the cause of 
co-operation throughout his/her career. However, if a young graduate, after receiving 
such excellent training, is able to devote, say, four or five years of his/her life to work in 
a co-operative enterprise in this spirit, it is a great gain not only for the co-operative 
sector but also for the society at large. As regards to the third requirement of willingness 
to learn from other disciplines, my recollection is that it was lacking to some extent in 
IRMA in the initial years. However, recently one notices a welcome change. Thanks 
largely to the initiative and leadership of Tushaar Shah, the IRMA faculty members are 
now more open to interact with other social scientists and incorporate the latter’s insights 
into their own work. The symposium held by them in December, 1992 was an evidence 
of this welcome change. 


Since this consultation is on the future of co-operatives in India, let me make a few 
general observations about the future prospects for the co-operative management support 
institutions. On the whole, I am optimistic about the future not so much because of the 
past achievements but due to the potentialities which exist. For instance, the requirement 
of professional competence and excellence. There is no scarcity of talent in this respect. 
There is a large pool of skilled and competent people in the country. Some of our 
management institutions are as good as the best in the world. 


There is also a positive and heartening sign in respect of the spirit and dedication for 
worthy causes. It is all the more important in the general climate of pessimism and 
cynicism due to widespread corruption, on going ethnic and communal conflict, and 
political opportunism. What I have in mind is the larger number of NGOs all over the 
country. In my view it is a very encouraging sign. A large number of people in these 
organisations work not for profit or careerism but for a cause in which they believe. I am 
not saying that all NGOs are guided by dedication or missionary zeal, but a majority of 
them are. We have examples of many young people, highly qualified boys and girls, who 
are willing to devote a few years of their lives for a worthy cause. There are cases of HT 
engineering graduates, and Ph.Ds. from Indian and foreign universities living in remote 
rural, often tribal, areas devoting themselves to simple but highly useful activities in the 
fields of education, health and social work. We often take these things for granted and do 
not attach much importance to them. But let us keep in mind that all countries are not 
fortunate to have such organisations. In October 1992, I had an opportunity to discuss 
this issue with feliow social scientists in Cairo and Egypt. They were quite impressed by 
mae a Soa a count and thought that it was somewhat unique. They said, 
cee ae aie ie in Egypt. We do not have such a large number of young 
rte pee ae eg and highly motivated, who are doing valuable work in 

S not for a career but because they believe in a cause. We do not have 
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such examples. And if India has them, it is really good for your country". This is one 
asset we could use for the advancement of co-operatives. 


Unfortunately, I cannot be so positive and optimistic about the third requirement of 
management institutions, i.e., taking social science insights seriously. By and large, there 
has been a mutual indifference and neglect on the part of social sciences and 
co-operative management institutions. If these institutions have ignored social sciences, 
the latter have ignored the co-operatives. Not many social scientists have taken the study 
of co-operatives very seriously. There is not much serious, high quality research work 
by social scientists on co-operatives. Whatever goes in the name of research on 
Co-operatives is often dull, routine, uninspiring, mechanical and lifeless stuff. This is a 
pity because CO-operatives are such an important part of our social, economic and 
political life. I hope that such consultations and symposia will motivate at least a few 
social scientists to take co-operative studies seriously so that their work will provide 
valuable insights not only for the teachers of co-operative management support 
institutions but also to those who are involved in the day-to-day working of 
co-operatives. 


10.5. THE ROLE OF FUNDING AGENCIES 


Thomas Carter 


Appended to this paper is a public service advertisement for World Neighbours, an 
American non-governmental organisation that, from its start in 1951, has tried to think 
carefully about how it used its resources. The advertisement concludes by saying that 
World Neighbour’s philosophy is contained in the "b" answers. 


The advertisement appeared in the late 1970s or early 1980s. Yet it can probably be 
argued that the vast majority of funding agencies still would answer "a" in practice if 
not in theory; and those funding agencies - including the bilateral and multilateral donors 
control all but a minuscule portion of the resources available for ending hunger and 
disease. 


When we examine the role of funding agencies in relationship to co-operatives, the issue 
becomes even more critical. Funding, to be effective and useful, must be consistent with 
what a co-operative Is. 


The landscape is littered with the remains of so-called "co-operatives". In far more cases 
than not, the demise of these entities resulted from a financing. approach that was 
inconsistent with the essential nature of a co-operative. 


What is a co-operative? While there are probably as many definitions as there are co- 
operatives, I believe most co-operators would agree that a co-operative Is: 


- an economic enterprise; 

- based on mutual self-help; 

- opposed to any form of exploitation; and 

- governed and managed in a way that is consistent with co-operative 
principles. 


The first form of "intervention" by the funding agency is money. Those who request the 
money argue that the "beneficiaries" are too poor to finance their own co-operative. 


Co-operatives are not formed by "beneficiaries", or by "targets". They are formed by 
people who believe that by working together they can better improve their lives than 
were they to act individually. To finance a co-operative is to undermine the very basis of 
its future success. It is terribly tempting to "help poor people". When we do so, 


unfortunately, we are simply initiating or perpetuating a cycle of dependency that ends 
only when the donor’s resources are exhausted. 


The failure of tens of thousands of Primary Agricultural Co-operatives is at least in part 
attributable to the fact that establishing them was too easy: the equity requirement was 
negligible, the loan capital was external, the salaries of employees were paid. The same 
can be said of thrift and credit co-operatives, or credit unions, founded by Missionaries 


jig BS. 


in Africa. There was no thrift, only credit. The money came from the church; not 
Surprisingly it did not come back. 


The second intervention of funding agencies is "expertise". Expertise can be a fine thing. 
But when that expertise involves doing, rather than helping others learn to do, then it can 
create a worse form of dependency than external funds. 


The third intervention of funding agencies - and it often follows as an inevitable 
consequence of the first two js "control". If, the reasoning goes, these 
beneficiaries/targets are going to continue to make mistakes, wasting/stealing our money 
and ignoring our advice, then "we had better manage this business ourselves." 


You will recall that at the outset | Suggested that a co-operative is: 


- based on mutual self-help which has been bypassed in order to help the 
poor; 


- governed and managed in a way consistent with co-operative principles 
which has also gone by the boards. ‘ 


All that is left is the opposition to exploitation. All too often we find that what began as 
well- meaning efforts of funding agencies to "run co-operatives" for "the poor" ended up 
in paternalistic and even exploitative enterprises in which the "beneficiary" has well and 
truly become a "target". 


What then should be the approach of funding agencies to co-operatives? 


First, it is important that the agency examine what co-operatives are and decide whether 
this is really what they want to support: 


: Open and voluntary membership - recognising that this only. means that 
membership should not be restricted on artificial grounds; not that anyone 


can join. 


Religious and politically-oriented funding agencies, particularly, should 
consider this principle carefully. Being a Catholic or a Buddhist or a 
Christian Democrat or a Socialist should not be the common bond of co- 
operative membership. 


Democratic control - each member has an equal say in the affairs of a 


co-operative. 


In his famous speech on convulsing India with co-operation, Jawaharlal 
Nehru mentioned that it was iwmportant that we leave the control of 
co-operatives to their members. They will, he acknowledged, make errors 
but they will learn from those errors. A funding agency has to be 
prepared to allow people to make mistakes, and to learn from them. 
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° Limited privilege to capital - ‘nvestment in the equity of a co-operative 


neither brings an additional voice in its affairs, nor high returns in the 
form of dividends or speculative profits. 


For the donor, there is an even more important element: the equity of a 
co- operative should only be contributed by its members. 


- Equitable distribution of surplus - the surplus, or the loss of a co-operative 
must be shared by its members based on their patronage. 


The financer who wishes everyone to receive an equal benefit should steer 
clear of the co-operative where rewards are directly linked to 
contribution to the business. 


- Co-operative education - co-operatives often succeed or fail based on 
their commitment to educating their members, their leaders and their 
employees in the principles and techniques of co-operation. 


Funding agencies who lack the patience to carry out a careful 
educational process before and after promoting a co-operative should not 
consider co- operation as a funding area. 


I would argue and I am certain that there are many who would disagree that in any part 
of the world, dependency is the greatest bane of the poor. There are those who cannot 
stand on their own feet; there are also a great many more whose will to stand on their 
own has been undermined By those with misplaced sympathy who, out of that sympathy 
cripple rather than heal. 


The second concern of funding agencies should be to focus on creating capacities, not on 
either financing co-operatives directly or on doing things for co-operatives. An 
organisation such as the Federation of Thrift Co-operatives that has a clear mission to 
strengthen the technical and managerial capacities of its constituents is an example of a 
way in which a funding agency can help. 


The third concern is whether the funding agency has the patience required to work with 
co- operatives. A colleague of mine once argued that building a co-operative movement 
is a generational activity. It may not be quite that long, but it is a long-term commitment, 
one that extends well beyond the three-year and five-year time frames of most donors. In 
much of the world, not excepting India, it is also a commitment that needs to be 
sustained in a less than warm environment. The battle of the co-operatives for autonomy 
must, to some extent, become the battle of the funding agency. 


Having said that, the funding agency that is willing to respect the principles of 
co-operation and contribute to co-operatives on their terms, is participating in the 


approach to change that is controlled by the people themselves. And that is the only 
change that can ultimately be self-sustaining. 


Thomas Carter is Senior Consultant at National Dairy Development Board, New Delhi. 
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APPENDIX 
~ HOW WOULD you po iT? 


1. 


Which makes more sense to you: 


a. Giving government surplus food to hungry people 
b. — Helping people to grow more food to feed themselves 


Can you help someone too much? 


a. No. 


How long should assistance to people in developing nations continue? 


a. Until they reach the same level of income as the advanced nations. 
b. — Until they can Support their own development. 


What would you do if an earthquake in another country destroyed people’s 
homes? 


a. Import materials and build homes for the people. 
b. Help train local masons to build earthquake-resistant homes from locally 
available materials. 


If you were a poor person in a developing country, which would help you 
more? 


a. Learning how to prepare nutritious meals from imported foods? 
b. Learning how to prepare nutritious meals from locally available foods. 


Knowing that increasing population is a mounting problem, how would you 
help people in developing countries? 


a. Convince people in the advanced countries that the way to help families 
who have more children than they can afford to feed, clothe and educate 
is to "adopt" (through child sponsorship programs) one of the children in 
one of these families. 

b. Encourage parents to adopt family planning so they have fewer children 
and can take better care of those they have. 


; . ’ "s " 
Pick a phrase from each of the following that you would use to put together an "ideal 
foreign assistance program: 


a. Handouts b. A hand up 

a. Largegifts b. Small loans 

a. Foreignexperts b. Trained local leaders 
a. Dependence b. Self help heir 

a. Let me do it for you b. Fostering dignity 
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THE ROLE OF DONOR AGENCIES 
K.K.Dhingra 


The National Co-operative Development Corporation (NCDC) is providing financial 
assistance for development of co-operatives through State Governments/State 
Co-operative Banks or directly to the co-operative societies. In case of providing 
assistance through State Co-operative Banks or direct financing to the co-operatives, 
guarantee of the State Government is required. Some of the learned speakers have 
expressed views that routing of funds by the financial institutions through state 
governments or direct financing on the guarantee of state government invokes unwanted 
government interference in the co-operatives. In this regard, I may clarify that a study 
has already been assigned by NCDC to the Indian Institute of Management, Ahmedabad 
to review, among other things, the mode of providing financial assistance by NCDC and 
also to suggest if direct financing to the co- operatives can be undertaken against security 
of assets without obtaining government guarantee. 


Resources of NCDC are from (i) Central Government, (ii) Internationally Aided 
Projects, (iii) Market Borrowings through issue of bonds and (iv) Internal Accruals. The 
Central Government is providing about Rs.150 crores every year to NCDC for 
promotion of co-operative societies. In case of internationally aided projects financial 
assistance is provided by the World Bank/EEC, for large industrial or rural growth 
projects. The advantages of the internationally aided projects are a low rate of interest - 
ranging from 7 to 10% and a longer period of loan - 15 years. 


They are also providing grants/subsidies for extensive training and Co-operative 
Development Services. The remaining programmes which are not covered under Central 
Sector or internationally aided projects, are assisted by NCDC vide Corporation 
Sponsored Schemes financed from our own resources. 


NCDC is providing financial assistance for marketing, oil-seeds processing, storage, cold 
storage, sugar, spinning, handloom, coir, fruit & vegetables, fisheries, dairy, poultries, 
computers, tribal co-operatives and ICDP. Most of the programmes are related to 
agriculture areas and priority is given to the weaker section programmes. 


The Rates of interest at which NCDC is presently providing loans are as follows: 


Co-operatively Underdeveloped States - 13.5% 
Weaker Section programmes - 14 % 
(fisheries, dairy, poultry, hill areas etc..) 


Remaining Projects oad 16.5 % 


In case of internationally aided projects, rate of interest ranges from 7 % to 10%. 


The loans are provided for a period of 12 to 15 years with a moratorium of 3 years. 
NCDC also provides subsidy of 20 to 25 % of the project cost to under-developed states 
and weaker section programmes as per schematic pattern of assistance. 
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Regarding women Co-operatives, it is observed that women are dominating in the areas 
of Dairy, Poultry and Fisheries, specially in Maharashtra. The co-operatives are running 
Successfully. For such programmes, NCDC provides loans, subsidies and share capital 
participation through state sovernments. The Government of India has also decided to 
provide assistance of Rs. 5 crores for Women’s Co-operatives. They have proposed to 
set up 500 co-operative Societies, one in each district, for which they will provide Rs.1 
lakh to each society, in the form of share capital and subsidy. 


Proposals for financial assistance are routed to NCDC through State Governments 
(because co-operatives is a State Subject), in the form of Techno-Economic Feasibility 
Report/Project Report. For preparing such reports, NCDC can provide subsidy to those 
federations/societies which are not making any profits. After getting the proposal, a 
Project Appraisal Team is constituted for appraisal of the project. 


The main indicators for viability of the project are: 


i) Debt Service Coverage Ratio: Ratio between profit after tax and debt 
obligation. It should generally be more than 1.5 times. 
il) Internal rate of return: It is discounted value of projected cash inflows which 


equates cash out-flows. If cost of borrowing of the project is e.g., 14%, then 
internal rate of return should be 16 or 17 %. The IRR should be more than the 
cost of borrowing. If IRR is less than the cost of capital, the project is not 
considered economically attractive. 

lil) Break-even point: This is the point at which there is no loss and no profit. It 
should generally around 60 or 65 %. 

iv) Pay back period: This is the period in which surplus funds will be able to repay 
costs of the project. 


NCDC also provides margin money assistance. The banks generally provide 60 to 80 % 
of the cost of inventory (depending on activity) towards working capital as per norms of 
RBI. The remaining 20 to 40 % is to be arranged by the society from its own resources. 
For this purpose, margin money is provided by NCDC along with project cost. In the 
case of existing co-operatives also, margin money assistance is considered by NCDC as 


per schematic pattern of assistance. 


The projects which are assisted by NCDC are monitored by its Regional Offices all over 
the country and the programme divisions at Head Office. Technical/managerial 
assistance is also provided to the co-operatives if considered necessary. 


NCDC has sufficient programmes for training requirements of the co-operatives. In any 
activity where it is felt that the training is required, NCDC arranges such training. 
NCDC has programmes for providing assistance for computers for which 100 % loans 


are provided. 
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K.K.Dhingra is the Financial Adviser of National Co-operative Development 
Corporation (NCDC) in New Delhi. 
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11. INCONCLUSION 
L.C. Jain 


As we conclude our discussions that began yesterday we realise that our task is just 
beginning. We have tried to approach, through the road of liberalisation, the role of 
government or the role of NGOs, the substance of the title I gave my address "The 
Future of Co-operatives in India, It Is Inseparable From The Future of India". 
Jayaprakash also referred to the disparities, the inequities and the unfinished task on the 
agenda of this country in relation to its people and its democratic system. That provides 
the real perspective and the context in which we can really launch a very vigourous 
co-operative movement, undeterred by the fact that in the past we have not had the 
measure of success that we wanted, whether in the directions, or in the quality of the 
results that the Indian people, particulary in the weaker sections were entitled to. But the 
fact that the task remains unfinished, ought to provide more vigour to our efforts. Since 
the context itself is now changing in a momentous and radical way, we have to carve out 
the areas of what may be called the constituency of demand for co-operation where we 
can be stronger than the market forces. 


Let us assume that the role of the State will be nil, that the role of multinationals and 
their supporting Indian enterprises will be at its maximum and at their best. Inspite of 
that there are certain areas, where a considerable part of India would still be left 
untouched by them, except perhaps in the negative sense and that is what Prof.Nadkarni 
highlighted for us. He used the word "scope" for co-operatives. In arriving at the role we 
ought first to be able to determine, as to whether there is a scope for co-operative action, 
whether it is the management system, the funding agencies, the role of NGOs, the role of 
co-operative themselves, all of which can be welded together into a dynamic unified 
force. Prof.Nadkarni highlighted the area of dry land farming. Three fourths of the 
agricultural area are dry farming areas and there without co-operative action by the 
farmers, no moisture conservation or water saving activity can be undertaken. Neither 
can productivity be raised. They all have to pull together. So the objective conditions in 
that area are such that co-operation is necessary. Whether an instrument like a 
co-operative can enter and do this task, is a separate matter but broadly we find that this 
requires co-operative action. In the agro- processing industry, if the productivity 
increases, then, they have the raw material in their hands through which, either they will 
do the processing or somebody else will take the material and do the processing. But the 
co-operative action can be in terms of finding out the feasibility. But there one enters 
into a more competitive area; one would not be alone. So one is able to secure his/her 
base in an area where there is no need to face competition from either the multinationals, 
the big businesses, or the government. The government has not gone into dry farming 


areas in the last 40 years and there is no threat that it will go into this area now. Nor have 
the multi-nationals; it is beyond them. 


And this also happens to be the area incidentally, where the incidence of infant mortality 
rate 1s much higher than the national average. The 1991 census says that the infant 
mortality rate in the country as a whole is about 93. But you can see in Kerala, it is closer 
to 23 or 24, which is the lowest. But there are pockets in the dry farming areas where 
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nutritional levels are low and malnutrition very high. It goes up to 200 or 300 and in 
some pockets even 400 and at that level, it is no more infant mortality rate, but an infant 
‘murder’ rate. It is a tragedy that so many of our infants should die under these sorts of 
conditions which are alterable. In terms of also the incidence of poverty, if one looks at 
the spread of poverty in the Indian population, you would find that in the dry farming 
areas, the percentage of population below the poverty line to the total population in these 
areas is much higher than in the other areas. In the same way, the surveys which the 
NSSO has done on unemployment, show that the incidence of unemployment is also 
very much higher. The incidence of female literacy or rather the lack of it is also very 
much higher. In Bihar, amongst agricultural labour belonging to the Scheduled Caste 
families, according to the report of the Ministry of Welfare, literacy among those women 
workers who are Sweating on the soil in the heat of the sun is 2%. And UP, which rates 
low for social indicators has made more progress than Bihar which is 4%. In Kerala it is 
an upward of 60 - 66%, for female literacy. As Prof. Nadkarni outlined, the challenge is 
also implicit at the social plane. The co-operatives cannot be immune to the wider social 
horizon, and be restricted to merely the activities of a particular co-operative for a 
particular set of objectives. But if the co- Operators in the country are identified as people 
who are also spearheading the social movement, then the resources and the strength one 
could bring into the co-operative Society are much more than any funding agency can 
provide. I am not belittling the cash. Cash is important. But more than cash, it is the 
conscience of the community that matters. And, in that, if we have a constituency of 
respect, and they know that, that is where we should head for. If we leave out all the 
co-operatives which are defunct or superseded and take only the successful and 
prosperous ones they do not add up to being a force which is collectively leading the 
social movement or crusade! The kind of situation that we are faced with needs to be 
checked. The essential convulsion, the essential tension, the senseless murders requires 
that if they have to be held back, we must also galvanize ourselves, and consciously seek 
to address ourselves to those issues. If we do sO, Our image in the process will 
automatically get built up. There is no doubt in my mind. But for this, we would have to 
do what the Labour Party and the Conservative Parties do in Britain i.e., to form a 
shadow cabinet. 


In the second group’s recommendations on the role of Government, they have made sure 
that there is no role for Government! One has to take it off the backs of the people but 
we have also not found a parking place where it could be left at zero! That is fine. The 
Government will go. But there is a transitional period. It should not go by the passing of 
those resolutions. Much more is required. The passing of the resolutions is the first 
important step to mobilisation of the co-operators to this viewpoint of what is on your 
Agenda - This is the question to be addressed. Now we have to be appearing to be 
coming out with a cogent scene. NDDB has already put down "If the Prime Minister 
does five things....." This kind of an alternative or new formula must come from 500 
different sources. But think of setting up an alternative: if the Ministry of Co-operation 
tomorrow is demolished, what can take its place? There is a shadow group of the 
co-operatives on the national panel which talks of evolving co-operative policy, looking 
at co-operatives. We will take their place. They don’t need to occupy pleasure space in 
Krishi Bhavan! They can rent it out to the market and remove their deficits if they want! 
Similarly, at State levels, form counterpart shadow cabinets, as it were. An alternative 
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must appear to the people, as if the movement is preparing to take on its own 
responsibility. Now that is the primary condition for the group that has recommended 
the role of the government. One is that whether you like it or not, and without your 
doing anything, the Government is working overtime to liquidate itself. It is not getting 
off your particular back, but it is getting off certain other backs. But I guarantee it has to 
get off your backs also because it has absolutely no money to pay its salaries. The 
Universities are the first to feel the pinch. The allocation through the UGC has been cut 
down. They are not getting the salaries. And this will raise a tremendous amount of 
uproar. Then they will have to take some parallel action by reducing some of the 
Government staff. And it is my dream, wish and hope that the co-operative staff which 
has poor relations with the bureaucracy will be the first to be asked to go. You will be 
demanding that they go and the Government will say, "After all what does it matter to 
us? Private trade is not affected by that, multi-nationals are not affected by that." 
Therefore there is a very eligible candidate called the Co-operative Department. So a 
little push from your side, a suggestion of alternatives and with their own cash boxes 
running dry, I think that this goal may not be as unrealisable as it may look today. Do 
not be deterred by the experience of the last 40 years. But look 4 months ahead or a 
maximum 4 years ahead. It can be guaranteed that this will go. If you are the first to 
agitate against it, it will go first. If somebody else is stronger then they will go first. 


Then comes the role of NGOs. I think NGOs are in a great danger. Because if you pull 
down the Government, then what is non-government? If you stand against the very wall 
called here "government", and you call yourselves non-government then your identity 1s 
reduced to just being an NGO; then you are nobody because that wall is bound to 
collapse. And I think this contribution made by the United Nations to create the category 
NGO; in my view is a very hideous category. It is a destructive category with no social 
purpose behind it because no social force is represented by the category called 
non-government organisation. What is it? - It is a slur. And therefore if the funding 
agencies really want to spur some action on that, announce an award for somebody who 
will come out with a more appropriate name! In Gandhi’s days, we were called 
‘constructive workers organisations’. We never suffered any disability from that. 
Whatever you may wish to be called, it is an indignity to be called "non-government 
organisation". So I say, take your bag and baggage and go out on the road and let the 
Government house collapse, but see that you don’t get crushed. See that the NGO 
identity is separated consciously and deliberately from the identity of Government. 


We had put for the last, the role of funding agencies; but before that we took up the Role 
of Management Support Institutions. | think this is the crux. Because all the poetry that 
we may talk about, all our emotions that may be spent upon changing the social order, 
going for the transformation for the farmers in the dry farming area, infant mortality rate 
and all the rest of it will all come to naught, as in the past, if in the ground field, the 
instruments we create do not themselves function. Incompetence cannot create a 
powerful co-operative answer to a deteriorating social condition of the poor people. And 
this competence is not something that can come out of mere emotion or motivation. | 
would hasten to add that, without motivation, the competence is of no value. Because 
that competence can be applied both negatively and positively. But if that competence 
has to act positively, it must decidedly exist. Therefore any effort, anybody who is a 
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friend of the CO-Operative movement or the co- Operatives and wishes them well, I think, 
would do well in pitching for quality. So if it is just management training given as it is 
done through the CO-operative -union networks, that you get so much education fund and 
that has to be spent at Rs.50.00 Per co-operative, we should decry that. Much of such 
Management training will be learnt at the ground but systematic training has its own 
place. No soldier, no civil servant, no engineer, no scientific person can perform his/her 
role without some modicum of training. And social workers whether they are in the 
NGO or the Co-operatives, ought not to think that their spirit is enough to take them 
there. But without the Spirit, they would not get there. But having gone there, please 
deliver competence. Therefore | Cannot Overemphasise the importance of management. 
The various recommendations the group has made can be taken as a Starting point and 
not as the last word. And much more detailed work on this must be done. And I would 
include in this, the kind of work which IRMA is doing (to which I referred to yesterday): 
the kind of analytical studies which are coming from there must go outside the 
classroom now and those studies must then be presented as tentative findings to a larger 
number of people to get their reactions. Participation has to be sought and public opinion 
created. So there must be an extension wing within IRMA which takes these studies, 
organises seminars, discussions, publishes them into little booklets and gets a feedback. 
There should be a review and I would be very happy to see a National development 
conference of co-operatives every year, where studies like these are presented. Try and 
identify those who have served the farmers well, who have served the women well, who 
have done good studies; if this is done the images that have developed in the last 45 
years about co-operatives are changed. The common belief is that co-operatives are 
corrupt, do not function properly, are set up Only for political purposes etc.. Let us 
demolish this image at its root from where it is built, by creating an alternative. And | 
think it is within our power to do so. 


And last, I come to the Role of the Funding Agency. Of course, there are revolting and 
atrocious examples of some women’s group that has been formed and that they had to 
get the recognition of some institution to do that. After 45 years, I find it revolding to 
think that we make such rules in our democratic society. Consider the fact that in the big 
enterprises, in the so called large industrial houses not even 3% of the equity is 
contributed by the promoter! And even this is through the manipulation of machinery 
purchase and all kinds of practices which are very well known. 97% of the funds on 
which they operate are all public funds, raised through the devices of the consortium of 
IDBI, IFC, and the remaining through the stock market, which is again a public 
contribution. | have not heard any company being told _ that they bring the 
recommendation of some Under Secretary, or Deputy Commissioner for matters to be 
processed. It is better not to have those kind of women’s co-operatives, or not even: the 
NCDC kind of women’s co-operatives under such conditions. The latter are giving 500 
women co-operators a lakh each. It has been probably given to them by the crusaders 
who were doing liberalisation. This targeted growth of co-operatives has been the bane 


of our existence. 


There are a mass of funding agencies in the sense that there are those who are at the 
promotional level. There are those who are at the project level, NDDB and NCDC ete., 
which come up at the level of a project financing. Naturally, that is their role. But there 
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are funding agencies which are generally interested in social transformation, thinking of 
co- operatives as one vehicle through which it can be done. Voluntary organisations are 
yet another vehicle through which it could be done. Fine! but then let us in our 
conclusion suggest that we have come to the view that in India the future scope of 
co-operative constituency actually lies in dry farming areas. Then, we must think of 
what can be done to support them. At the consumer end, the consumer network can be 
strengthened so that they can protect themselves against the invasion of the market 
forces. And therefore their thinking has to go beyond a little project here and a little 
project there. [t has to be some kind of an in-depth entry in whichever area suits them. 


For that the requisite amount of promotional funding and revolving capital, whatever Is 
required, can be provided. "We are going to do a demonstration job and effectively 
prove that yes! it can be done!" In terms of how they should fund and the conditions 
they should put, it is really not possible to have any uniformity on that. 


Members of donor agencies must see that their own inner reserves, their own views and 
responses do not get distorted. This should be highlighted because there is a partnership 
involved. One may be giving the funds, the other is receiving them. And as Gandhi used 
to say, the best thing you can do to a friend is to be cruel when necessary. And if you 
think you are a friend, then do not hesitate to be cruel when necessary. There is greater 
health and positivity to be achieved by being critical of it in their presence. If a particular 
agency is not doing the right thing, be it government, be it non-government, say it! It is 
not only the monopoly of government agencies to put conditionalities. | remember when 
we Started a programme in UP, which was among the poorest of the poor, they said that 
each person must bring a certificate from the Tahsildhar. So the Tahsildhar found out the 
demand for such certificates. The rate was first fixed at Rs.25. When they found more 
people were wanting to have a certificate as the "poorest of the poor", the rate went up to 
Rs.40. This can happen! Even the poorest of the poor are first called upon to produce 
Rs.25 or Rs.40 before they will give them the piece of paper to say that they are poor! 
We are quite capable of innovating all kinds of deprivations. So it is nobody’s 
monopoly. But I think, so far as the funding agencies in the co-operative field are 
concerned, fortunately in my experience, they have had a wider vision. They have taken 
a broader outlook and one assumes that with this broader agenda, something has been 
evolved in the last two days as a Starting point. It cannot be taken as the last word 
however. It is not a "Bangalore Declaration of Co-operatives" but a tentative starter for — 
us to go ahead and look for more. I would only say that while all this is true, we should 
not think that the role of the State has to be fully extinguished. Even for technical 
reasons, we must keep the State on tenterhooks. By demanding what role it should play, 
one can say what role it should not play. But we should also demand at the same time 
what role it should play. When after the freedom movement, we went into the 
co-operatives first, we defined it as saying that the State must be firm on social purpose 
and soft in its touch. What the State has done is to be firm on touch and soft on social 
purpose! Now that has to be reversed; but the whole area of fiscal policy, the whole area 
of monetary policies and the whole area of traffic regulation is a responsibility that we 
must insist that the State must perform: It may perform, or may not perform. So we are 
not saying to the State that ‘you wind up the shop altogether’. All we are saying is that 
we will run the co-operatives but that they will be autonomous. But there are wider 
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forces beyond our control, €.g., budget taxation policy of the government which may 
Wipe out all the co-operatives. So it is a legitimate function to demand that we require an 
appropriate taxation policy. The same thing goes for the fiscal policy and the credit 
policy. So long as a bulk is controlled by the government banks, we have no alternative 
except to demand that the credit policy be evolved in consultation with us. The 
co-operative point of view must be represented. Another example is housing for the very 
poor, because you can do co-operative housing provided you can catch hold of land. And 
one thing is that the poor will not be able to get hold of land in a vicinity close to their 
occupation. It may be like the emergency, where they say - ‘we will move you’. They 
provided land. But what they did was that they gave housing and took away their 
vocation and the source of their livelihood. So the people came back! So I think, on the 
front of housing, we must keep up the pressure that developed land at sites for 
co-operative housing, because the weaker section must be the responsibility of the State. 
If necessary even the housing should be given to them on instalment basis. Don’t let the 
State get out of that. Secondly on the social front, provisions for health services and 
primary education, which is the constitutional directive of the State, must be fulfilled. 
The universalisation of elementary education within 12 years which expired during 
Nehru’s own term has not been upheld, despite being a constitutional clause. The 
Constitution was adopted in 1950. This should be the function of the State. Secondly, we 
have said that education also can be handed over to the co-operative and all that, but 
universal primary education lies beyond the domain of the co-operatives. We will not be 
able to do that and while we may do whatever we can, pressure must be maintained from 
the co-operative side. 


And equally important is this crusade against untouchability, and the crusade against 
liquor which is really taking away the income of the poor. So also is the uncontrolled 
price rise due to governmental policies where there is no compensation for the 
unorganised workers. (I am not saying that all co-operatives everywhere have to take up 
the issue.) But on your social agenda it would appear that whenever a co-operative 
spokesperson goes to a particular seminar or somewhere, while they will talk of the 
co-operative problem, they will also be talking of the problem of the co-operative 
society. They will also be talking of the problem of the Indian society at large within 
which the co-operative society cannot be an oasis, in the desert of social 
"desertification". Our prosperity is co-terminus with social equality. We will sail 


together. 


APPENDIX 


1. WORKING GROUP REPORTS 


A. ROLE OF CO-OPERATIVES 


The group considered it necessary to identify scope for cO-operative action and 
thereafter to have a view of the role of co-operators rather than that of Co-operatives. 


1. The group saw that the Scope for co-operative action arose out of the need for 
Co-Operative services. This need was greatest in the major sector of the country’s 
economy, i.e., agriculture, particularly in the dry farming areas. This was because the 
economy of these farmers was precarious as they had to totally depend upon rains 
without any support of irrigation. These farmers were too poor, with a very low level of 
agricultural productivity and inability to adopt improved technology for higher 
production. They could not tackle their problems individually and the only way for 


improving their productivity, production and economic condition was through ‘group 
action’. | 


2. In this area, even in the context of the economic liberalisation there was little 
possibility of entry by organised private enterprise or organised financing institutions. 
Hence the need and scope for co-operative organisation is quite large. 


3. Co-operative action does not have to be restricted to the traditional activity of 
supply of credit. It has to be for provision of farm guidance, supply of agricultural inputs 
and processing and marketing of co-operatives. All these activities cannot be taken up 
all at once, but by stages, as resources and experience are built up. 


4. In the field of agro processing and marketing, there is a possibility of increasing 
competition from private enterprise whether local or multi-national. The only way such 
competition can be met is by developing internal strength in terms of finance and 
personnel. 


5. Similar need and scope for co-operative action could be identified in areas like 
fishing, animal husbandry and village and small industries. 


6. Another area where the need for co-operative action would be even greater than ever 
before is that of consumers. In the new dispensation of open market, free trade and 
competition, there would be a danger of the competing private operators resorting to all 
types of practices of which the consumers would be helpless victims. Therefore, 
consumer guidance and consumer protection through consumer co-operatives will be 


essential. 


7. As far as housing is concerned, the group saw that with the sky-rocketing of land 
values in the urban and suburban areas it would be impossible for the poorer sections to 
try to secure shelter for themselves through co-operative action. This must be squarely 
placed as the responsibility of the State. Co-operative effort in this area, even for the 
comparatively better off, would be increasingly difficult. 


B. ROLE OF GOVERNMENT 


1. Discussion was centred on conduction of elections.in co-operatives and the tendency 
for co-operatives to be used as tools to fulfil political goals. The consensus was that it is 
unrealistic to expect government financial support without interference in the running of 
the co-operatives. The ‘best’ co-operatives are either totally or substantially self reliant. 


2. The group talked about the pros and cons. of the greenhouse and the blue print 
models of co-operative development. The strategy of building the superstructure first 
and then the foundation as in the case of Andhra Pradesh where the Federation was 
formed first and then unions established before co-operative members were actually 
identified - was questioned. On the other hand, the experience of NDDB was cited: in 
replicating the developments at Anand, they have taken the top-down approach and it 
has worked in some places. | | 


3. In defining the role of government, the definition of ‘co-operative’ needs to be re- 
examined. They are not merely economic organisations but schools for democracy. In 
this context, the experience in Maharashtra and Gujarat was compared. In Maharashtra, 
leadership has been developed from bottom up. In Gujarat, co-operatives have been 
professional-led. The dairy co-operatives have not thrown up many leaders. 


4. Co-operatives should be dealing more with financial institutions rather than 
depending on the government. Then the terms of agreement would be clearer. The 
association or linkage should be a matter of choice rather than a statutory compulsion. 


5. Where the interest of government and co-operatives. coincide, they could work 
together. An example is primary education. Primary schools should be run by those who 
have the greatest stake in the service. The government should give grants-in-aid to co- 
operatives.: There should be complementarity rathar than a superior - subordinate 
relationship. 


6. Legal system is defective and needs to be rectified. The Model Co-operative Bill 
should be pursued. The Constitution should be amended so that the right to form a co- 
operative is specifically incorporated in the constitution as a part of the right to form 
associations. If this is done, individual state laws will not have to be tinkered with. Other 
laws which insist on government guarantees should be amended too. There must be 
checks on abuse of authority. At present, labour laws are very restrictive. 


7. If a co-operative is to be an autonomous organisation, at least 10% of the turnover 
should be contributed by members as share capital. Ideally, this figure will be closer to 
30%. This would solve the problem of capital formation in co-operatives also. — 


8. Along with autonomy, a system of checks and balances is necessary. Perhaps higher 
member stakes would be one mechanism for achieving the control required. — | 


9. It was also agreed that co-operatives form only a small part of the country’s social, 
political and economic fabric. In order for social transformation to occur, holistic reform 
is necessary in addition to co-operative reforms. 
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C. ROLE OF NGOs 


1. NGOs would need to understand co-operative theory to understand the potential and 
limitations, understand co-operative policy and legislation, spend considerable effort in 


working for changes in law and in case-law interpretations of co-operative and related 
legislation. | 


2. NGOs could educate members of co-operatives about their own agenda and help 
design systems to increase accountability, to increase the likelihood of responsible 


leadership emerging. NGO motivation and NGO potential is needed to mobilise the poor 
and to create alternative power centres. 


3. Groups of people can come together initially and function as unregistered groups. 
Then they can register under convenient legislation i.e. register under Societies 
Registration Act or any other relevant Act. When they become strong enough they could 
register under Co-operatives Act. Registration would be necessary to acquire legal status. 
and if there is a necessity to interact with non-members. 


4. NGOs can function very effectively as facilitators but should not infringe the 
autonomy of the members of the co-operative. 


5 NGOs can utilise their rich experience to educate people about the limitations of the 
Co-operatives Act and procedures. Their experience in sensitising and consciousness 
raising can be very effectively utilised in awareness building and empowerment of 
members. | | 


6. NGOs can facilitate even initiation of legal action to correct the imbalances, 
injustices and constrictive and restrictive elements in co-operative legislation. 


7. The more crucial role of NGOs would be to transfer their information experience 
and expertise in peoples empowerment to co-operatives. There was discussion about the 
need for NGOs to develop peoples organisations and combine the merits of both types of 
organisation. 


NGOs must have a commitment and belief in the concept and principles of co-operation 
and its capacity to empower people to secure justice and equity not only as members of 
the co- operative but also as citizens of the country. 


D. ROLE OF FUNDING AGENCIES 


1. There needs to be a co-operative legislation which induces co-operatives to function 
as businesses and true economic enterprises. 


2. The funding agencies should develop such terms tor lending which take into account 
the operations of the co-operatives to fulfil their objectives. The terms should also be 
such which take into account the mutual needs of both the parties. Governments have no 


locus standi in this process. 


3. Funding agencies should insist on absolute financial discipline. 
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4. They should be prepared to take over the management of the co-operative in 
extreme cases. This should be in terms of financial management control, not to be 
confused with typical government control. 


5. Funding agencies must communicate with the overall constituency of the 
co-operative and should actively share their observations as regards the state of affairs of 
the management of the co-operatives. 


6. Funding agencies must be prepared to explain the necessary details even in the 
General Body meetings. 


7. Funding agencies should by no means be instruments to perpetual government 
control. 


8. Funding agencies must be neutral whenever there are elections or any political 
process underlying co-operatives. 


9. Funding agencies should favourably consider lending assistance to women’s Co- 
operatives without any government reference immediately. 


E. ROLE OF MANAGEMENT SUPPORT INSTITUTIONS 


1. The group felt that if any report already exists on co-operative management 
institutions, their strengths and weaknesses, then this report should be obtained. 


2. Ifsuch a report does not exist, a stocktaking study should be undertaken. 


3. Apart from staff training, much more emphasis should be given to the sensitization 
of external actors such as legislators, Zilla Parishat members and, co-operative 
department officers. Further elected co-operative leaders should be trained not just in 
co-operative philosophy but also in practical aspects of financial management and the 
management of political environment. 


4. The faculty should be involved in field research in order that training is relevant. 


5. For training to be useful and effective, it must be conducted within accountable 
structures in response to constituent needs. 


6. Training methodology should shift from pure lecture orientation to a judicious mix 
of lecture and practical exercises. The trainer role should change from being the main 
actor to an enabler. 


7. Available institutions cater to all types of co-operatives and strategies need to be 
developed in such a way as to use resources more selectively for those co-operatives 
with a future. 


128 


8. Some management Support institutions could be influenced to change the content 
. and methodology of the training to suit the changing needs of the CO-operatives. 


9. Financial assistance may be more meaningful, if it is provided to accountable 
networks of co-operatives. 7 


10. Management support institutions are likely to function better when not dependant 
primarily on the Government. 
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31. FIVE-POINT ACTION PLAN SUGGESTED BY NDDB FOR 
REVITALISATION OF CO-OPERATIVES ININDIA = oi 


NDDB Document 
Need 


Organisations are engines of economic growth in modern, societies.» When they. are: 
owned by capital, business organisations vigorously pursue the interests of the suppliers 
of capital and industrial growth results as a spin-off from this pursuit. Similarly when 
organisations owned by farmers are allowed to vigorously pursue the interests of their 
members, agricultural growth occurs as a spin-off. All along since our Independence, 
this has been the guiding logic in creating the world’s largest co-operative movement in 
our country. ; 


Malaise 


Unfortunately, barring a few exceptions-such as in dairying, sugar-cane and oilseeds-this 
logic has seldom worked; and our vast co-operative movement has all but failed to perk 
up the sluggish growth of our rural economy. The principal cause of this failure is that 
our laws and our macro-policy environment have never allowed, leave alone encouraged 
co-operatives to vigorously and single-mindedly pursue the interests of their members. 
The Government of India (GOI) has rightly concluded that our manufacturing and 
service sectors can grow and become globally competitive only by unleashing our 
private enterprise from the shackles of the bureaucracy. By the same logic, our 
agricultural economy too can come into its own only if we unleash our ‘co-operative 
enterprise’. Our co-operatives have not failed; they were never given a chance. The GOI 
can now give them a chance, and let our co-operatives mend and vitalise India’s stagnant 
agriculture by taking the following five decisive steps. 


Step 1. Give co-operatives a new law 


Give the co-operatives a new law: The Planning Commission has already prepared a 
draft which co-operatives round the country have unreservedly lauded. The Prime 
Minister can get the new law passed in the Parliament amending the multi-state 
co-operative law and strongly recommend it to States for adoption. In its essence, the 
new law scales down the profile of the registrar and the department of co-operatives; 
encourages co-operatives to assume greater autonomy and responsibility and commends 
exemplary penal action against office bearers and employees for financial irregularities. 
This is as it should be. 


Step 2. Allow co-operative companies 


As a matter of fact, as farmer owned business, there is no ground whatsoever why 
co-operatives should be subject to a law different from the one that governs corporations. 
There is a strong case for a new chapter in the company law to enable co-operatives to 
register as co-operative companies. On this question too, some progress has been made 
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under the leadership of the former Cabinet Secretary; a nudge from the Prime Minister 
can get this process expedited. 7 


Step 3. Implement new labour law 


Co-operatives are owned by farmers, a large proportion of whom afford standards of 
living far lower than organised labour. Most village co-operatives employ less than 10 
persons. Applying the Industrial Act designed for the organised industrial sector to 
co-operatives often creates inequities that place farmers in an unfavourable equation 
vis-a-vis labour. A new Act which was actually passed by the Parliament over a decade 
ago has been shelved by the GOI’s Ministry of Labour nullifying the intent of 
Parliament. Making this law effective is the third decisive Step to ‘strengthen 
co-operatives. 


Step 4. Rationalise co-operative taxation 


Co-operatives are extensions of their members. Using this logic, many countries have 
exempted co-operatives from income tax. In our case, not only are co-operatives 
income- taxed but they are often subject to double or triple taxation for the same goods 
when they move from one tier to another in a federal co-operative. The net impact of 
taxation is to retard capital accumulation in co-operatives since they return most of their 
surpluses to members in order to reduce their tax liability. For the society as a whole this 
seems a bad bargain since the government’s revenues through co-operative taxation are 
far smaller than its collection cost. The Prime Minister may consider doing away with 
co-operative taxation altogether; this would leave government revenues unaffected but 
make our co-operatives stronger. 


Step 5. Get the bureaucracy out of co-operatives 


Finally, there is urgent need to liberate our co-operatives from the shackles of the 
bureaucracy; and ensure that co-operatives are not used by IAS and co-operative 
department officials as places where they can cool their heels. No co-operative-nay, 
business organisation can deliver goods if it is managed by ‘deputationists’ whose 
commitment rests elsewhere and who are not accountable to the owners. The last good 
turn the Prime Minister can do to co-operatives is to abolish the practice of deputing 
government officials to run co-operatives, and leave them to be managed by their 
members and the professional managers hired by them. 


Five years after these five steps 


If the Prime Minister can take these five decisive steps and give our co-operatives five 
years, they will show that nothing can vitalise our rural economy better than 
independent, member- controlled farmer co-operatives can, when they are allowed to 
single-mindedly pursue their members’ cause without reserve or interference. 
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2.2. INCLUSION OF MULTI-STATE CO-OPERATIVE COMPANIES IN THE 
COMPANIES ACT: A BRIEF NOTE 


NDDB Document 
OBJ ECTIVES 


The proposal to provide for registration of Multi- State Co-operative Companies under 
the Companies Act of 1956 is intended to enable larger, producer-owned co- operatives 
whose objects extend beyond the boundaries of a single state, to operate and compete on 
the same basis as comparable investor-owned corporations, partnerships and private 
limited companies. 


BACKGROUND 


During the last three decades a number of producer-owned co-operatives have grown to 
a size comparable to larger publicly and privately held corporations. In most instances 
the business interests of these co-operatives extend well beyond a single state and may, 
in instances, include export business as well. They include co-operatives presently 
registered under the Multi-State Co-operative Act (e.g. IFFCO, Kribhco, The All-India 
Handloom Fabrics Marketing Co-operative, NAFED, Petrofils, CAMPCO, etc.) as well 
those registered under the various States’ Co-operative Societies Acts (e.g. state 
co-operative marketing federations, milk producers’ co-operative unions and 
federations, weavers federations such as Co-optex, etc.) The size, scope, diversity and 
competitors of these enterprises are such that the Multi-State Co-operative Act and State 
co-operative legislation presently in force have little relevance. In fact, it may be argued 
that requirements stipulated by such Acts inhibit the ability of these co-operatives to run 
a modern, competitive business. It has, therefore, been proposed to amend The 
Companies Act of 1956 to enable qualifying co- operatives to register as Multi-State 
Co-operative Companies if they so choose. 


It may be mentioned that this approach is consistent with the legal treatment of 
co-operatives in countries such as New Zealand, Sweden and United States. 


SCOPE 


The amendment, as proposed would enable agricultural and artisan producers’ 
co-operatives and their federal bodies whose objects extend: beyond a single state to 
register as Multi-State Co-operative Companies if, by vote of the members, they choose. 
to so register. The amendment would not include other forms of co-operatives such as 
the agricultural credit co-operative structure, housing co-operatives, urban co-operative 
bank and employee thrift co-operatives. ) 


The proposed amendment would provide for registration of Multi-State Co-operative 
Companies on the condition that their bye-laws and practices are wholly in conformity 
with established co-operative principles and provided that they sa the major 
portion of their business for the benefit of their members. 
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The Multi-State Co-operative Company would, save as specifically excepted by the 
amendment, be treated in a manner similar to Private Limited Companies with the 
additional exception that membership would not be limited to 50 or fewer persons. 


The amendment would further provide for Multi-State Co-operative Companies to 
Operate as co-operatives, fully respecting the principles of co-operation and specifically 
providing for democratic governance on the basis of one-member and one vote, or 
patronage-based voting, open and voluntary membership, limited privilege to capital, 
equitable distribution of surplus, co-operative education, and co-operation amongst 
co-operatives. 


The proposed amendment is philosophically consistent with the Model Co-operatives 
Act drafted by the Planning Commission Committee chaired by Choudhury Brahm 
Perkash and, specifically, is enabling rather than prescriptive legislation. Within the 
general framework of the amendment provisions, the Multi-State Co-operative 
Companies have considerable freedom within which to frame their own bye-laws and 
policies. 


SUMMARY 


Government’s policies of economic liberation have relieved the investor-owned firm 
from many of the constraints to competing both nationally and in the international 
market. While many of the country’s co-operatives are larger and command a greater 
share of their specific market, they continue to be constrained by co-operative legislation 
and regulation that was designed to meet the needs of small, rural co-operatives that are 
largely insulated from the national and international markets. Amendment of The 
Companies Act of 1956 would, in a stroke, permit those co-operative business whose 
objects are not confined to one state and which so choose, to compete on an even footing 
with the largest business houses and multinationals, while retaining and even 
strengthening their co-operative character. 
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